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An Insurance Diary 
INTRODUCTION 


| first number of a new publication dealing with 
insurance requires a word of introduction. There 
are already in existence journals that treat it in 
competent fashion, either alone, or together with other 
commercial or financial questions. The excuse for a new 
arrival is the increasing importance of the subject. It 
is not only that well-known and old-established branches 
such as life, fire, accident, marine, and the like are 
becoming more important year by year, but fresh fields 
are always being entered. Fifty years ago the idea that 
insurance of credit was possible and profitable would 
have been thought fantastic. Twenty-five years ago 
anyone who prophesied that the premiums on the various 
forms of contributory State insurance would today 
amount to {104 millions a year would have been called 
a lunatic. Or, to deal with lighter matters, who would 
have guessed twenty-five years ago that an insurance 
journal would be advertising for an office willing to insure 
the pyjamas worn by Miss Jeanne de Casilis in “ Potiphar’s 
Wife” ; or that a lady on leaving England for Hollywood 
should, according to the same journal, have thought it 
worth while to insure her feet and legs for £20,000 ? 
Yet these are facts. It is a fact that the State occupies 
an immense place in the insurance world; it is a fact that 
commercial credit is now being guaranteed smoothly 
and successfully, both by Government and by insurance 
companies; it is a fact that, in all directions, individuals 
and traders find it desirable to cover risks which in old 
days they carried unthinkingly. And at the same time 
insurers are finding it profitable to underwrite these 
risks. Altogether, insurance is taking a higher place in 
the modern world than the one it occupied heretofore. 
And it is, in addition, a subject of such fascinating 
interest that, if its problems are stated properly, it ought 
to appeal to a wide public. It is to this public that the 
present issue is addressed. It is intended to treat insur- 
ance from a broad standpoint, to deal adequately with its 
many ramifications, and to show not only its financial 
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and commercial importance, but also the diverse and 
intimate ways in which it touches the lives of all of us. 


A BIG INSURANCE FUSION 


An interesting and significant event is the fusion which 
has just been announced between C. E. Heath & Co., 
Ltd., and A. W. Bain and Sons. Mr. Cuthbert Heath’s 
wide business associations, his insurance connections 
both on Lloyd’s and outside, and, above all, his bold and 
original mind, make him the most prominent figure in 
insurance today. On the other hand, Sir Ernest Bain 
can point to an immensely successful brokerage business 
at home and abroad. The amalgamation has a wide 
bearing. Apart from the personal aspect, in itself impor- 
tant and valuable, it presages a closer interaction between 
Lloyd’s on the one hand and the insurance companies 
on the other. Mr. Cuthbert Heath’s company stands 
mainly for Lloyd’s; A. W. Bain and Sons mainly for the 
insurance offices ; and the junction between the two means 
a big step forward. Of one thing we may be certain, and 
that is that the insured will benefit the most. Amalgama- 
tion is more to their interest than competition. 

It is understood that each company will carry on 
business as before, the union taking the form of a holding 
company. Mr. Cuthbert Heath is to be chairman, and 
Sir Ernest Bain a member, of the new board. 

RESULTS IN 1927 

Some results for 1927 are appearing, which look well, 
so far as they go, and will be reviewed in detail in forth- 
coming issues of this journal. Several offices have issued 
their life insurance figures, and, as might be expected, 
these are much better than for the calamitous year 19206. 
Nearly all show increases and quite a remarkable number 
of them announce records. Nineteen twenty-seven should 
turn out to be a good year. 

Home fire losses also are known approximately. 
They are about £6} million—substantially less than the 
£7,304,000 of 19206. 

BRITISH LIFE INSURANCE 


Mr. William Penman, actuary and life manager of the 
Atlas Assurance Company, made an acute analysis of 
life insurance figures in an address to the Birmingham 
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Insurance Institute in December last. While insurance 
companies are far stronger than they were a generation 
ago, they do little, if any, more life business. Taking 
the altered value of money, there was less real life insur- 
ance in force in 1925 than in 1913, and the average per 
new policy was also smaller. In 1912 the average of new 
business was {205 per policy ; in 1925 it was £315, which, 
in pre-war figures, amounts to only £189, and there has 
been no material change since 1925. This average, be 
it noted, is arrived at after excluding industrial assurance, 
and, be it noted also, is an average per policy taken out, 
and has no relation to population. What one would like 
to know, however, is not the average, so much as the 
mode; that is, the approximate figure to which the 
largest number of policies conform. This might be 
different, though possibly not greatly different, from the 
average. But “be that as it may, Mr. Penman’s figures 
(and there are many more matters of high interest in his 
address) show two tendencies : the first that we are vastly 
under-insured, and the second that the majority of 
policies are held by people of small or moderate means. 
It is they, and not the rich, who realize the investment 
value of a life policy. No doubt the class which holds 
investments has less need of insurance than the class 
which depends mainly on income ; but the discrepancy lies 
deeper than that. 
MORTALITY TABLES 
We live longer every year, and the life offices are- 

though it must be confessed somewhat slowly—adapting 
their rates to our greater age. Two offices, the Alliance 
Assurance Company and the Law Union and Rock 
Insurance Company, have just issued new prospectuses, 
quoting lower premiums for non-profit assurances, whether 
whole life or endowment. It should be pointed out, of 
course, that where policies share in profits, the results in 
the long run and on the average correct themselves. 
A lower death-rate, for example, or higher interest on 
investments, means bigger bonuses, and therefore these 
policies may obtain the advantages of greater longevity, 
though the old high rates of premium still remain in 
force. But even this is only true of policies that run some 
time, and is not at all true of non-profit policies. They 
reap no advantage whatever. And many people are 








AN INSURANCE DIARY 317 





obliged to take out these, for they want to insure a fixed 
sum from the beginning; and, of course, if the policy be 
cover for a loan, or for replacement of a definite sum, 
the holder requires to be sure of receiving the exact 
sum, even if the insured should die next day. What he 
requires is not ultimate profit, but immediate certainty. 
This certainty is afforded by non-profit policies, which 
consequently have a special place in our commercial 
system ; and it is only good business that they should be 
cheapened. 


PROFESSOR HALDANE ON OCCUPATIONAL MORTALITY 

Everyone should read the chapter on ‘Occupational 
Mortality’”’ in Professor J. S. B. Haldane’s “ Possible 
Worlds.”’ It is entrancing, though rather grim—entranc- 
ing, because of the extraordinary results shown by 
grouping occupations according to their healthiness; 
grim, because of the large, avoidable waste of life it 
discloses. For instance, it might have been imagined 
that the occupation of barmen is unhealthy, and in fact 
it is the most deadly, its death-rate being almost 
two and a-half times the average; but who would have 
guessed that the most healthy ones were the manufacture 
of glue and of manure? Yet it is so; the makers of glue 
and of manure proudly head humanity’s upward march 
towards a healthier world, thus proving some mystic 
connection between evil smells and longevity. Next 
behind them come electricity supply workers and machine 
compositors (though not ordinary printers). These all 
have a death-rate of less than half the normal. After 
them are clergymen, gardeners, farm labourers, and 
gamekeepers. A strange procession, truly ; it is hard to dis- 
entangle what is the ruling cause of long life. Be it noted, 
however, that the four most healthy employments are 
industrial ones; not rural, as might have been expected. 

Now for the darker side. What are the causes of high 
mortality ? The greatest killer, all the more deadly 
because it kills in the prime of life, is phthisis. But what 
it is that brings on this or other illnesses—what, in fact, 
makes an occupation healthy or unhealthy—is a different 
story to tell. It is, moreover, too long to be treated in 
these notes, all the more so because it touches on the 
controversial subject of alcohol; but it is hoped to deal 
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with it in some detail in a later number. Let it be said, 
however, that Professor Haldane has some hard knocks 
to give to both sides of the temperance quarrel. 


AMALGAMATIONS 


The amalgamation of offices goes on steadily. The 
London Life Association Limited, having already swal- 
lowed the Clergy Mutual, has now absorbed the Metro- 
politan Life Assurance Society. There is every reason 
for this. Both are mutual offices, with no shareholders 
and no dividends to pay; neither pays commission ; both 
specialize in with-profit insurance, whereby the whole 
surplus goes in reduction of premium. The Metropolitan, 
moreover, an old but small office, has found competition 
too severe, whilst the London Life is a much larger and 
more prosperous concern. Undoubtedly, a union is to 
the advantage of both offices. 

Also, the Royal Exchange Assurance has bought the 
Motor Union Insurance Company Limited, at the high 
price of £9 15s. per share, which looks to be a mighty 
profitable transaction for the shareholders of the Motor 
Union. 

PERSONAL 


Sir Arthur Worley, managing director of the North 
British and Mercantile and of several of its subsidiary 
companies, has received the well-merited honour of a 
baronetcy. 

Sir Rowland Blades, Bart., G.B.E., M.P., has been 
elected a director of the Phoenix Assurance Company Ltd. 

Sir Alexander Drake Kleinwort, Bart., has been 
elected chairman of the general court of the North British 
and Mercantile Insurance Co., Limited, in succession 
to the late Lord Lawrence of Kingsgate, and the Right 
Hon. Viscount Younger of Leckie has been elected as 
deputy-chairman. Sir Arthur Worley, Bart., C.B.E., 
has been elected a director of the company and has 
also been appointed managing director. 

At the half-yearly meeting of the Associated Scottish 
Life Offices, held on January 20, Mr. R. T. Boothby, 
manager of the Scottish Provident Institution, was 
elected chairman on the expiry of Mr. Steuart 
Macnaghten’s term of office. 
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Credit Insurance 
By Cuthbert Heath and H. S. Spain 


N dealing with a somewhat little-known subject it. will 
| not be out of place briefly to review the events which 

gave rise to the application of insurance principles to a 
class of risk which did not lend itself readily to such 
principles. The difficulties were chiefly caused by the 
facts: first, that transactions between the creators of 
credit are allied entirely to finance; and secondly, the 
impossibility of obtaining statistics on which insurance 
charges are largely based. 

The history of credit insurance therefore mainly 
consists of a record of erratic efforts to find a basis of 
welding banking operations with the tenets of insurance. 
Between thirty and forty vears ago these efforts were 
chiefly in the hands of trust companies. They mostly 
came to grief, but Lloyd’s underwriters—as has often been 
the case in the early history of other classes of insurance— 
visualized the possibilities, and order gradually emanated 
from confusion. Although the present basis of insuring 
credits has been widely adopted both in this country and 
abroad, the actual welding of finance and insurance is 
not as effectual as either the banker or the policy-holder 
desires. It is only right, however, to state that present- 
day demands from both parties arise, to a very material 
extent, from the difficult and unusual conditions which 
have been caused by the war. This aftermath is still 
responsible for many of the troubles of international trade. 
It is, however, an indisputable fact that the insurance 
of credits has been instrumental in partially alleviating 
the strained relationship between the seller and buyer 
of goods, not only in this country, but abroad. It has 
given greater confidence to the exporter in the granting 
of credit. It has assisted our manufacturers to re- 
establish the British trade-mark in countries that were 
temporarily closed, and to operate in countries where 
erratic currencies and financial conditions precluded 
ordinary commercial intercourse. 

To speak broadly, it can claim to have materially 
assisted increating a spirit of mutual co-operationand trust. 

If imitation is the sincerest form of flattery, then this 
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country has been highly complimented by the fact that 
at least eight different countries have adopted schemes 
of credit insurance largely based on the system governing 
the operations founded here and, so far as can at present 
be ascertained, with a strong promise of success. 

Whatever success has been achieved in this country 
or abroad, there still remains the need for extending and 
improving existing systems. The two most outstanding 
requirements are probably (1) the widening of the scope 
of operations to cover long-period credits, such as 
those applying to heavy machinery trades and to ordi- 
nary commercial credits for constructional purposes in 
countries where recovery from the 1914 upheaval must 
of necessity be laboriously slow, and in which abnormal 
fluctuations in monetary exchange may, and in some 
instances must, continue for many years to come —this 
problem is being tackled and it is hoped will ev entually 
be solved; and (2) a simple method of assigning the 
insurance policy so as to create a negotiable security for 
the benefit of the banker or discount house. 

In the course of the present year a conference was 
held between representatives of important banking 
institutions and the directors of the Trade Indemnity 
Company. Free and non-committal conversations ensued, 
and the negotiations between the parties still continue. 
It is already possible to predict a satisfactory outcome 
of the conference. The chief agreement will probably 
take the form of the company granting an assignment of 
its policy which will give the banker a document almost 
equal to an actual endorsement by the company of the 
bill of exchange forming the subject of the insurance. 
Legal difficulties undoubtedly exist, but a way to overcome 
these is sure to be found. Generally speaking, an insurance 
company can only be called on to pay for the ultimate 
loss caused by the peril insured against, and then only if 
the terms and conditions of the policy have been complied 
with. In the case of fire and marine policies which are now 
held as collateral security by the bankers, the latter are 
subject to these disadvantages. The ultimate loss may 
take months and sometimes years to declare itself; the 
conditions of the policies may be so violated as to render 
their security valueless. It is recognized that policies 
insuring credit should be treated on a different basis, 
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Instead of being collateral securities, they must be con- 
sidered as quasi-primary securities. That being so, it is 
reasonable that a banker holding a credit policy 
security should ask to be freed from the two adverse 
factors mentioned above. With respect to delay in pay- 
ment, although it is undoubtedly the business of bankers 
to finance (theoretically at least) on absolute security, 
yet they should be able to rely on repayment at due date. 

It is thought that banks might be content if some 
compromise were come to between themselves and the 
insurance companies. Three or six months after default 
might well be agreed on as the date of payment of a claim 
instead of waiting until the ultimate loss is ascertained. 

Then as regards the conditions of the policies. Fraud 
on the part of the assured, misstatements, concealment 
of material facts, and many other things may vitiate a 
policy. Insolvency; too, against which the insurance 
alone is granted, is often difficult to define. It is proposed 
therefore that gua the banker (but not so far as the 
original assured is concerned) the policy should become 
payable if default occurs, whatever the reason and 
however the policy may have been obtained. It is in these 
respects that credit insurance, so far as the banker is con- 
cerned, may become much more like guaranteeing than 
insuring. If, as seems likely, credit insurance has come to 
stay, it may well serve as the handmaid to banking, not 
only in making the lending of money still safer, but also by 
en nabling bankers to give larger credits than they would 
otherwise be inclined to grant. That being so, it is hoped 
that bankers will consider the insurer of credit as a kind 
of partner and will help, not only in spreading the know- 
ledge of it, but by granting as much time for repayment 
as is possible and by assisting in every way to diminish 
losses. After all, the two businesses are complementary — 
the banker in lending money for interest and the insurer 
in taking risks for a premium. 

Allusion has been made to foreign credit insurance 
companies. Practically all those institutions have been 
formed by persons of the highest financial standing, in con- 
sultation with the Trade Indemnity Company. Agreements 
have been made by which these associated companies 
consult each other as to the standing of their respective 

nationals whose solvency it is proposed to insure. Further, 
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every approved risk is shared and, in case of loss, the 
conduct of affairs can be left in the hands of the company 
of which it and the defaulter are nationals. 

This scheme is something entirely novel in the history 
of insurance and has proved most satisfactory in its 
results. An intelligence department of the utmost value 
to international trade may be the result. Finally, it can 
undoubtedly be stated that credit insurance has already 
proved its value. It has enabled many million pounds’ 
worth of transactions to be carried through which other- 
wise might have failed to mature, and it has created con- 
fidence where hesitation and anxiety might have prevailed. 

Its growth has been slow but steady. Little by little 
the great insurance companies have been coming into the 
venture. It is hoped that by joining hands with the banks 
the business may finally attain to the importance which 
its sponsors have always predicted for it. 















Is England Under-Insured ? 
By H. E. Raynes, F.1LA. 


iE is strange to think how many of our institutions and 






customs may be traced back to that one fundamental 

institution—the family. One may talk and write 
of the breaking up of the family life, one may point to 
the changes in our present mode of living—restaurant 
and hotel entertainment in place of the family dinner 
party, the service flat instead of the Englishman’s castle, 
the ostentatious freedom of husband and wife with but 
two children, and they at their boarding schools; but 
below all is still that fundamental tie—the bond of the 
family. So far as I can see from a fairly close observance 
of my neighbours and business friends, that tie is not 
less strong because it is embracing a smaller number and 
the concentration of its units is not so continuously in 
stuffy and steamy Victorian dining-rooms. It is borne 
in upon me that Rachel weeping for her children is a more 
poignant picture today than it has ever been in the past. 
If anything, I think the love and attention of parents 
towards their offspring today are a little on the over- 
powering side, at least among the well-to-do middle 
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classes. The decay of family life is nonsense : it is only 
living in larger surroundings in virtue of the emergence 
of a greater measure of liberty ; and liberty, as Lord Acton 
said, is “‘the delicate fruit of a mature civilization.” 

Not the less important, certainly in the modern period, 
is that other binding unit—the nation, and a large pro- 
portion of current institutions which are not traced to 
the family may owe their origin to national life. Our 
political philosophy may easily exaggerate the nation as a 
dominant factor in the individual fife; but as a unit 
it is definite and permanent, and in a sense it has an end 
itself. 

Now, it is not my intention to write an essay on 
sociology, at least not more so than one does when writing 
on any economic subject; but I do wish to stress these 
two units—the family and the nation as being the bases 
respectively of the two institutions of life assurance and 
social insurance. The one is a method of achieving the 
welfare of the family gua family, and the other that of 
the nation gua nation. There is apt to be confusion in 
the minds of the public that the second may embrace, 
and indeed is a substitute for, the first. Nothing can 
be farther from the truth. National health insurance, 
old age pensions, widows’ and orphans’ pensions have a 
national end in view—the well-being of the nation. 
Under these schemes no more than a subsistence is pro- 
vided, and the aim is that of saving the material which 
composes the nation from deterioration or decay. No 
special consideration can be given to individual cases. 
Social insurance treats all alike and nourishes the parts 
only that the whole may be healthy. 

Very different are the services which life assurance 
furnishes to the family—and in speaking of life assurance 
I am referring to the many descriptions of insurance 
and annuity contract which a modern life office offers 
to the public. The ambitious man is such, not for 
himself alone, but for his family as a whole; he carries 
them with him in his social course, and the little group 
can only keep its position of relative affluence so long 
as the stream of income earned by its principal member 
is assured. Let us figure to ourselves all these little 
systems striving to maintain or improve their position 
in the social scale, each dreading the catastrophe of a 
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cessation of its income which might throw it back perhaps 
to that minimum level provided by the scheme of social 
insurance, and then let us assess the importance of any 
institution which can arrest that fall on the death or 
disablement of the income earner. 

No doubt those who work in any profession or occupa- 
tion are apt to exaggerate the importance of their services 
and possibly I am no exception to this rule ; but whether 
this is so or not, I know from personal experience the 
great value in individual cases that life assurance has 
proved to families bereft of their breadwinners. Indeed, 
there can be no necessity to labour the point : where the 
origins of an institution have been so spontaneous as 
have those of the life offices, it is obvious that they have 
been called into being to meet a dire need. 

Still with this galaxy of little systems in mind, each 
pursuing its trajectory, and each dependent for its motion 
upon the force of an income stream, let us ask ourselves 
the question which is at the head of this article: “Is 
England under-insured ?’’ Of course England is under- 
insured. Some have answered the question after a 
comparison of the life assurance per head carried by 
persons in this country with that carried in America; the 
ratio may be as much as I to 3. A recent inv estigation 
has deduced that approximately 71 per cent. of the world’s 
life assurance is held by American offices, and only 
Io per cent. by offices in the United Kingdom. To 
answer the question, however, one does not need to 
refer to statistics. So long as one hears of cases of 
poverty, or comparative poverty, following bereavement 
or disablement of the head of the family, there is 
under-insurance. 

Comparisons, moreover, between this country and 
America may not be altogether fair. Under-insurance 
may be due to necessity rather than to neglect. In many 
cases the cost of insuring the continuance of that portion 
of the income consumed by a man’s dependants would 
prove too costly. The provision he can make depends 
upon what he can save from current income. As has 
been pointed out by economists in the past, excessive 
saving may be false economy when it starves the present 
for the sake of the future. Income per head is con- 
siderably higher in America than it is in this country, 
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and therefore one would expect a greater provision for 
the future from current income there than here. 

Still, one cannot reconcile the discrepancy between 
the figures purely on income basis. There is neglect also. 
Proposals for life assurance come before me every day in 
which the question, “Have you previously proposed for 
life assurance ?”’ is answered in the negative, or an 
insignificant sum assured is confessed to, and this by 
men with families which they are maintaining in a 
decent position. Such neglect is nothing short of criminal, 
and, although a tardy recognition of their duties by these 
proposers has been come to, one cannot help thinking 
of those numerous others who, through selfishness or want 
of forethought, still sacrifice the future for the sake of 
the present. 

The neglect, however, cannot be said to be all on one 
side. While it is the duty of every head of a family 
to make provision for the education and upkeep of his 
family in the event of his death, the life offices themselves 
have the moral duty of educating the public to the 
advantages of the services they can render. This is 
where the Americans have excelled us. I do not know 
why it is, but Englishmen fall far short of Americans in 
faith in the value of their business. To us it seems a 
little absurd to place a very high esteem on the moral 
worth of our services to the community. Such diffidence 
is altogether out of place in the advocacy or the sale of life 
assurance. Tomy mind the professions of law, medicine, 
or of the Army or Navy render no more honourable 
service to a community than does that of insurance. 

Fortunately a more aggressive spirit is noticeable 
among the life offices pA the last few years. Their 
attention has been drawn to the methods and practices 
of American and Canadian offices in the securing of 
business and the types of insurance cover which meet 
present-day conditions. While the Americans originally 
learnt their life assurance from us, we are now having to 
learn from them. There can be no slavish copying of 
their practices, but many importations are being effected, 
such as the disability benefits attaching to life policies, 
under which premiums may be waived and an income 
paid during the total disability of the life assured. Group 
assurance, the provision of cover for disablement or 
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death, to the employees of a firm, is also making headway. 
We have even done some pioneering work on our side 
in the matter of granting life assurance without medical 
examination, and the accepting of premiums by monthly 
instalments. 

Originality of practices in technique, however, can 
never take the place of publicity. Some very good work 
is now being done by individual offices, but publicity 
is costly and life assurance premiums provide but a small 
margin for expenses of this nature. Some collective 
effort by the offices is desirable, and possibly in the 
course of time it will be achieved. In the meantime the 
faith and energy of those engaged in the business must 
take the place of the more expensive forms of publicity. 

Attention has been drawn frequently of late to one 
way in which a larger measure of protection may be 
secured without increasing the cost to the insured. This 
is the substitution of whole life assurance in place of 
endowment assurances. The latter have been immensely 
popular during the last generation, since they combine 
investment of savings with life assurance in a most 
satisfactory manner, and the insured has the comforting 
thought that a considerable sum in cash will fall due in 
his own lifetime. I have nothing to say against endow- 
ment assurance for those who have already made adequate 
provision against their early death; but to the man of 
limited income and large responsibilities the endowment 
assurance is an expensive luxury, and he would be serving 
his family better were he to devote the premiums he can 
afford to that type of policy which provides the greatest 
insurance, the whole Jife policy. Personally I cannot 
help thinking that term assurance itself is not sufficiently 
patronized. A married man’s responsibilities largely 
diminish when he is getting on in years and his children 
have grown up to become breadwinners themselves. His 
largest liabilities fall during the period of the nurture and 
education of his children. Various forms of insurance 
have been designed to meet this, such as the insurance 
of school fees and educational endowments secured fully 
even if the father does not survive. These policies are 
having an increasing market; so also are term insurances 
to cover mortgages which secure the home free of 
encumbrance on the death of the father. 
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Guaranteed Credits 
The First Year of the Export Credits 


Guarantee Facilities 
By F. H. Nixon 


(Manager of the Department) 


HE progress of the Export Credits Guarantee 
Department in what is commonly called “credit 
insurance ”’ is apparent from the figures for 1927. 

Its work in this field has resulted from the recommenda- 
tion of the Committee on Credit Insurance presided over 
by Major Hills, M.P., late Financial Secretary to the 
Treasury. This Committee, set up by Mr. Arthur Michael 
Samuel, who was then Minister in charge of the Depart- 
ment of Overseas Trade, reported in the summer of 1926 
that, in its opinion, the extension of facilities for credit 
insurance was desirable to meet the existing demand, 
and made certain definite proposals about the conduct 
of the business. The Government accepted these recom- 
mendations, and the Department began its new work in 
the late summer of 1926. 

The disturbance of trade through the coal stoppage 
made progress a matter of great difficulty for several 
months. This was not an unmixed evil, however, as 
the interval was occupied in a thorough examination 
throughout the country of the precise conditions of 
different trades, of their needs in the matter of credit 
insurance, and of the extent to which the Department 
could prudently go towards meeting them. 

Business on a serious scale practically began with the 
issue of the Department’s Floating Contract, which was 
first printed in May 1927, and really adopted in July of 
that year. New ideas naturally take time to spread, 
and slow progress would not have been surprising. On 
the contrary, however, the new contract was taken up 
with remarkable rapidity. Whilst this growth of business 
is mainly due to the undoubted advantages which the 
Department’s cover offers to exporters, something can 
be ascribed to the brevity and clarity of the contract, 
and to other steps taken by the Department which have 
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overcome the deep-rooted suspicion in the minds of 
exporters (and some bankers) that a Government Depart- 
ment cannot handle business in a business-like way. 

In the few months ending on December 31, 1927, 
the Department had given cover by means of this floating 
contract for business totalling over 1} million pounds. 
In addition, the Department had given in other sections 
of its business guarantees for considerable sums. The 
figures show that there has been a continuing growth in 
the amount of business offered and accepted, so that it 
is legitimate to expect a still larger quantity of business 
in the present year. 

This expansion of business has already forced the 
Department out of its old home, and with the New Year 
it has moved into large new premises in a central position 
—Clement’s Lane, Lombard Street. One may not un- 
reasonably believe that the Department is outgrowing 
its experimental stage and taking its place as a fully 
fledged City institution, equipped in every way to deal 
with the continually increasing volume of _ business 
which is offered to it. 

The initial stages have not been without their diffi- 
culties. At all times, however, the Department’s policy 
has been, not to impose its own conception upon traders 
and bankers, but, by constant discussion with every 
interest concerned in the export trade, to elaborate, step 
by step, a sound and simple scheme, tested at every 
stage by the best available opinion as well as by practical 
experience. Such a method may not make for quick 
successes, but it should prevent any serious mistake in 
laying the foundations of future progress. 

In this careful exploration the Advisory Committee, 
under the chairmanship of Colonel the Hon. Sidney Peel, 
which is charged by statute with the supervision of the 
business, has given assistance which (if it is lawful for 
me to say so) has been invaluable. Its wide range of 
experience in banking and trade, and its intimate 
knowledge of credit pitfalls, have been placed at the 
Department’s disposal in the most unstinting manner. 
The problems put before them have resulted from dis- 
cussions by representatives of the Department throughout 
the country with every section of export trade, and with 
bankers, accountants and sclicitors, as well as trade 
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organizations. Consequently the past twelve months 
have laid down the main lines of policy, in every case as 
the result of detailed examination by leading authorities. 
If, as the signs seem to suggest, a national scheme for 
guaranteeing credits in the export trades is in process 
of creation, it will be closely interwoven at numerous 
points with the existing mechanism of financing overseas 
trade, and this should be a great source of strength. 

This is particularly true of the Department’s relations 
with banking institutions. In the City we have for- 
tunately enjoyed the best relations with all the chief 
financial houses, and notably those which work mainly 
overseas. Throughout the country we have kept in 
contact with the managers of branch banks and their 
co-operation is increasingly helpful. 

The vital part of credit work is, naturally, information, 
and in this field the Department has exceptional, perhaps 
unique, advantages. So far as information about in- 
dividual foreign buyers is concerned, our Intelligence 
Service benefits greatly from the assistance of members 
of the Advisory Committee. It obtains also a great deal 
of information from banks and financial houses, from 
exporters, from the Consular Service and from many 
other sources. More difficult, but no less important, 
are the problems that arise in following the fluctuations 
of credit and the varying conditions of markets in foreign 
countries. The complexity of these problems is only 
too well known to the City, and the Department would 
not claim any special measure of insight into them. It 
may properly claim, however, to possess particularly good 
means for keeping abreast of current developments 
abroad. In this sphere its harmonious relations with 
City institutions are naturally of the greatest value. 
Through the valuable reports of the British Consuls 
and Commercial Diplomatic Officers and Trade Com- 
missioners (which are, in fact, generally available through 
the Department of Overseas Trade) ; through the members 
of its Advisory Committee and in other ways, it is 
continually in receipt of useful information and wise 
suggestions. It is able, for instance, to draw upon the 
experience of men who have been intimately connected 
with the recent financial reconstruction of most of the 


countries of Europe. 
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Whilst these contacts have been created and multi- 
plied, the Department has also created its own internal 
organization, and is now equipped to deal with the 
problems of guaranteeing commercial credits in the export 
trades. Its main business is to guarantee the payment 
at maturity of bills drawn in connection with the export 
of British goods. The field of its operations is thus 
strictly limited. It does not concern itself either with 
domestic business or with purely foreign business (e.g. 
exports from the United States to Germany), nor can it 
accept proposals for the export of goods from this country 
unless the goods concerned are wholly or partly manu- 
factured in the United Kingdom. For the _ present, 
moreover, its facilities are limited to transactions in 
respect of which bills of exchange are drawn. Whilst 
these limitations restrict the scope of the business, the 
Department has, under present conditions, little reason 
to seek for their modification. 

The guarantee we give may not exceed 75 per cent. 
of the amount of the bill. Up to that limit ‘the Depart- 
ment is, in effect, taking the del credere risk. The bulk 
of its business is on acceptances, though in certain cases 
it will, on conditions, take risks before acceptance also. 
The limitation to 75 per cent. or less is fundamental and 
ensures an effective interest in the choice of the risk by 
the exporter. On the average the percentage of guarantee 
given works out distinctly below 75 per cent. The 
exporter obtains not only a Government guarantee for 
the agreed percentage, but also the services of the Depart- 
ment and consular officers in collecting the debt, in 
the event of dishonour of the bill. 

The bulk of the business is in short-term credits, 
i.e. on bills of a usance of six months or less, and the 
Department is interested in seeing that for such business 
excessive terms of credit are not granted. At the same 
time facilities are being granted to the heavy industries 
to enable them to give credit up to several years where 
necessary. The difficulty which manufacturers appear 
to find in financing these credits can be overcome with 
the Department’s assistance. 

The chief instrument for giving the Department’s 
cover is Contract ‘‘ A’’—the floating contract which has 
met with such a_ successful reception. Under this 











GUARANTEED CREDITS 331 








contract the Department agrees to guarantee bills drawn 
by an exporter on a list of customers in a particular 
market, up to limits which are indicated in the schedule 
to the contract, and within a total amount of bills for 
the whole. The contract normally covers shipments 
over not more than six months forward. This enables 
an exporter to examine offers of business from a foreign 
buyer, knowing in advance that he will be covered on 
that name up to certain limits. 

The Department does not act as an inquiry bureau. 
The party seeking facilities must in this, as in every 
other kind of insurance, furnish adequate information 
about the risk. Consequently there is no danger of the 
Department trenching on the province of the status 
inquiry bureaux. 

The premiums charged by the Department are not 
heavy. For ninety-day bills the premium rarely exceeds 
I per cent. for a 50 per cent. guarantee, and may be less. 
If they are considered to be on the low side it must be 
remembered, first, that it is no use charging “‘more than 
the traffic will bear,’’ and in certain export trades the 
margins will not stand high rates; and, secondly, that 
premiums are fixed by a highly skilled committee with 
an exceptional knowledge of conditions and the cost of 
money in foreign countries. In this matter of premium 
rates, as in the closely related matter of credit informa- 
tion, the Department’s wide range of contacts with the 
best financial authorities gives it especial advantages. 

The solvency of the business is satisfactory. These 
are, of course, early days, but the risks which have run 
off already make a satisfactory showing in relation to 
the premiums charged and to all the other factors, and 
the indications point to a continuance of these conditions. 
It should be added that the Department is carrying a 
limited amount of risks of longer terms, say, two or three 
years, and their outcome cannot usefully be the subject 
of prophecy at this stage. 

On the main portion of the Department’s business— 
short-term credits covered by the floating contract—it 
is to be noted that the Department’s cover offers to 
exporters the possibilities not only of insuring their 
credit risks and of having their debts collected, but 
also of securing financial assistance from their bankers. 
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As the contract, contains a guarantee of a definite sum 
on a definite date and isJa short and simple document, 
many bankers are accepting it as collateral security for 
_ advances. If banks generally should see their way to 
adopt this attitude, the contract will do more than 
provide insurance, it may prove a powerful weapon to 
assist British exporters in expanding their trade, through 
the financial support which it will make available to them. 
The prudence which is essential to the sound adminis- 
tration of business, in either credit or insurance, is 
particularly necessary in credit insurance. But cautiously 
as the Department is proceeding, it is difficult in the 
face of the experience of the last six months to stifle 
altogether the feeling that foundations have now been 
laid which could carry a large and valuable business, 
in harmony with the best traditions of the City, and of 
lasting benefit to the country. 


Insurance in the United States 
By Our American Correspondent 


OLLOWING a year in which the fire insurance 
fk companies generally made a good underwriting 
profit in the United States—the first for some time— 
they apparently are facing serious trouble in the matter 
of rates as the result of a decision of the Supreme Court 
of the United States, delivered on January 3, in which 
that court declined to review a decision of the Supreme 
Court of Missouri, which was very detrimental to the 
interests of the companies. 

A majority of the States have laws which in general 
require the fire insurance companies, through one rate- 
making organization in each State, to file rates with the 
State Superintendent of Insurance, which, when approved 
by him, become mandatory. These laws usually provide 
that when the experience of the past five calendar years 
in the State shows that the companies have made more 
than a reasonable profit, the Superintendent of Insurance 
shall order a reduction in rates. 

In 1922 the Superintendent of Insurance of Missouri, on 
the experience in his State for the five years 1917-21, 
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ordered that rates be reduced 10 per cent. The companies 
contested this order in the courts, continuing to charge the 
old rates, but agreeing that if the courts should decide 
adversely to them they would return to policy-holders 
the amount they had overcharged, with interest. 

The companies contended that the proper method of 
computing profits is by subtracting from the premiums 
earned the losses and expenses incurred, and that if this 
method had been used in computing the profits in Mis- 
sourl for the period under consideration they would have 
been found to be no more than reasonable. The Super- 
intendent of Insurance contended that the proper method 
is to subtract from the sum of the premiums written and 
the interest earned on the Missouri unearned premiums 
the losses met and expenses paid, not allowing as 
expenses, however, the amount paid by the companies to 
the United States as taxes on that part of their business 
transacted in Missouri. The Supreme Court of Missouri 
upheld the contentions of the Superintendent of Insurance 
in every particular. 

Unless the attorneys for the companies discover some 
means of bringing the case before the Supreme Court of 
the United States again, it appears that the companies 
will be obliged to return to Missouri policy-holders about 
$10,000,000 and accept the Io per cent. reduction. 
The return of this sum, however, is not the most serious 
aspect of the case. Little doubt is entertained that a 
number of other States with similar laws will apply the 
Missouri formula and order rate reductions, and that 
additional States which now have no rate regulation 
laws will enact them. Fortunately, only a few State 
legislatures hold their regular ses~‘ons this year. 

The insurance companies have always contended that 
they are entitled to charge rates which will yield a fair 
profit on their underwriting operations, aside from income 
and profits on investments. Under the Missouri formula 
the interest on the unearned premium reserve, amounting 
to about 4 per cent. on premiums written, returns to the 
companies nearly all the profit to which they are held to 
be entitled, and they should be permitted to charge rates 
which will yield only about 1 per cent. profit on actual 
underwriting operations. 

Although 1927 was generally a profitable year because 













































334 THE UNDERWRITER 


of a reduction in losses of $70,000,000 or more from those 
of 1926, an analysis of the combined figures of the 
companies, when they become available after March 1, 
will probably show an increase in the expense ratio. Part 
of this was expected as the result of a slight decrease 
in premium income, and is temporary. Some offices, 
however, have found that their expense for commissions 
to agents has increased, and this increase is likely to be 
permanent. 

Notwithstanding the danger of trouble over rates, the 
outlook for 1928 for fire insurance companies is favour- 
able. There appears no reason for expecting an increase 
in losses unless there should be a serious conflagration. 
Moral hazard is much less in evidence than in the years 
1921-26. Companies generally are doing better under- 
writing. A number of States have enacted more stringent 
laws for the punishment of arson. Activities in fire 
prevention have increased. The public fire protection 
and fire-fighting facilities of cities have been improved. 

No marked increase in fire insurance premiums is to 
be expected, but many companies are actively developing 
the so-called sidelines, such as automobile, tornado, use 
and occupancy and floater insurance of various kinds, 
a number of which have been profitable. 

During the past few months prices of insurance com- 
pany shares have reached the highest point ever known 
in this country. Presidents of several companies have 
warned the public that the prices are too high, but they 
have continued to soar. While a recession is anticipated, 
the boom may have some beneficial effects. Thousands 
of persons have been added to the lists of those owning 
insurance stocks, and as such they desire to see the 
insurance companies make a profit. This army of stock- 
holders in time may exert a strong influence on legislation. 

As ocean marine insurance is an international business, 
conditions in the United States must necessarily be 
influenced by those in the great markets of Europe, 
especially London. Some underwriters profess to see 
very little improvement here so far. 

The casualty insurance companies generally have not 
had a satisfactory experience of late. Workmen’s 
compensation insurance, one of the largest producers 
of premium income, has been unprofitable for several 
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years. An analysis of experience has shown that the 
heavy loss has been on small risks. It is hoped that rates 
on this class will be increased in the near future. 

The experience on automobile liability insurance, 
which was profitable for a number of years, changed 
during 1925, and has grown so much worse that in 
November 1927 an increase in rates on private cars, 
averaging 16 per cent. for the country at large, was 
promulgated. Automobile underwriters are concerned 
over the prospect that a number of States will enact 
laws requiring automobile owners to carry liability 
insurance, or otherwise guarantee their ability to pay 
judgments for damages for personal injury or death 
resulting from the operation of their cars. So many car 
owners are judgment-proof that a great demand for such 
legislation has arisen. 

Massachusetts enacted such a law in 1926, and it has 
been in effect since January I, 1927. It appears to have 
been fairly satisfactory to the public, but not to the under- 
writers. The number of claims for injuries and suits for 
damages has increased. The rates, which are made by 
the Commissioner of Insurance, proved to be inadequate, 
notwithstanding the commissioner’s efforts to be fair 
both to the public and to the insurance companies. Before 
their inadequacy became apparent it was necessary, 
under the terms of law, to promulgate rates for 1928, 
and the 1927 rates were continued for this year and cannot 
be changed. 

Under the law every insurance company which writes 
automobile liability insurance in Massachusetts is required 
to accept every risk which applies for insurance, unless 
excused from so doing by a Board of Appeal composed 
of State officials. As this board has been very sparing 
in granting relief to the companies, there is virtually no 
selection of risks. 

The surety business is growing rapidly, and has been 
generally profitable. A few very heavy losses have been 
sustained under comparatively new forms of bonds, such 
as those guaranteeing payment of notes given for auto- 
mobiles purchased on the deferred payment plan and those 
guaranteeing the payment of principal and interest on 
real estate mortgage bonds. 

When their annual statements are completed, fire 
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and casualty companies will generally show large increases 
in assets and surplus, due chiefly to earnings on invest- 
ments and increase in the market value of securities 
during the past year. The assets of life insurance 
companies, of course, will be greatly increased through 
natural growth; but as they are invested largely in mort- 
gages and in bonds, which are valued by amortization 
and not by market values on December 31, stock market 
conditions do not greatly influence their amount. 

Life insurance, as usual, has made a tremendous 
growth, the volume of new business written in 1927 being 
approximately seventeen billions of dollars. A feature 
of the life insurance business now receiving much atten- 
tion is “life insurance trusts.’ Many trust companies 
are organizing special departments for handling this 
business, and many life insurance agents are urging their 
clients to make all their life insurance policies payable to 
a trust company so that the proceeds, at the death of the 
assured, may be administered as one fund under the terms 
of the deed of trust. Owing to the continued favourable 
mortality and good interest earnings, life insurance com- 
panies will distribute to their policy-holders in dividends 
or bonuses the largest amounts in their histories. Three 
of the largest companies already have announced the 
setting aside of sums varying from more than thirty 
million to more than fifty million dollars for this purpose. 

WILLIAM S. CRAWFORD. 


Recent Legal Decisions 


Cy* account of the number and, collectively, the 
importance of policies covering risks to third 
persons arising out of motor-car accidents, par- 
ticular interest attaches to the case of James v. British 
General Insurance Company. The owner-driver of a motor- 
car met with an accident as a result of which two persons 
were injured, one of them fatally. For the death of the 
one he was convicted of manslaughter, and was adjudged 
liable in damages for the injuries to the other. The 
policy held covered third-person risks. To a claim 
under the policy the company set up the defence that it 
was against public policy that the claimant should under 
the circumstances be indemnified. The defence failed. 
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According, therefore, to the ruling in this case it is 
not against public policy that a claimant should be 
indemnified, or the contract on the ground of public 
policy declared void, even though he may have been drunk 
at the time of the accident, provided the drunkenness 
was due to foolishness and not to his wilful act. 

It was admitted that the point raised by the defence 
was of great general importance, because had the defence 
been successful it would have cut at the root of a very 
considerable number of motor-car policies. The rule as 
to public policy was stated by Lord Esher in Cleaver v. 
Mutual Reserve Fund Life Association, and in these words : 

“No doubt there is a rule that if a contract is made 
contrary to public policy, or if the performance of the 
contract would be contrary to public policy, performance 
cannot be enforced either in law or in equity. But when 
people vouch that rule to excuse themselves from _per- 
formance of a contract in respect of which they have 
received full consideration, when all that remains to be 
done under the contract is for them to pay money, the 
application of the rule has to be narrowly watched, and 
not carried a step farther than the protection of the 
public requires.” 

Stating the same principle Lord Justice Kennedy put 
it that “if the act is manifestly unlawful and the doer 
knows it to be unlawful, he cannot maintain an action 
for indemnity against the liability which results to him 
therefrom. An express promise to indemnify for the 
commission of such an act is void.” 

Mr. Justice Bailhache, following the decision in 
Tinline v. White Cross Insurance Corporation, held that 
avoidance of a contract on the ground of public policy 
should not be carried a step farther than public policy 
requires. The suggested application of the rule would 
not only shut out persons shown to have driven when 
drunk, but would be applicable to all persons driving to 
the public danger. It would be very far-reaching to 
preclude a policy-holder from recovering from the fact 
that he had offended against the criminal law. 

These quotations fairly reflect the attitude of the 
Courts towards application of the rule. They are, it is 
evident, not without difficulty. It does, however, 
diminish the difficulty somewhat to bear in mind the 
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distinction between a contract entered into in contem- 
plation of some unlawful act, and a contract entered into 
in contemplation of conduct in itself and in ordinary 
circumstances quite lawful, but which may through folly 
or rashness be judged unlawful. A contract in the first 
category is against public policy, and ab initio void; 
contract in the second category is not void, and whether or 
not it may become voidable, as contrary to public policy, 
must depend upon circumstances. Since, however, in the 
latter case the Courts apply the rule with great caution 
looking at a defence of this kind narrowly, it is clear 
that the circumstances relied upon must be exceptionally 
strong. 

But the further question arises of whether voidance 
of an insurance on the ground of public policy is in a 
case of this kind the best defence to set up; and that 
question may be raised, because it is clear that the 
conduct alleged amounts to an aggravation of the risk 
covered so gross as to border upon, even if it does not 
constitute, a breach of the contract. Does any company, 
when it issues a policy covering third-party ‘risks, issue 
it with the set intention of affording protection to 
driving that is reckless, irresponsible, and to the public 
danger ? Plainly enough no company does, and plainly 
enough, if that were done, it would be contrary to public 
policy, for it would be adding to the common danger of 
users of the King’s highway. Plainly further, rates of 
premium for this class of risk are higher than they other- 
wise would be because of the existence of a certain 
element of reckless and irresponsible conduct, which, 
though it may exist only on the part of a relativ ely small 
minority of policy- -holders, goes to make up a much 
larger proportion of the claims. As the law stands that 
conduct has to be covered, and can only be covered at 
the expense of careful and expert drivers. But the 
distinction between ordinary reasonable and careful 
driving and reckless and dangerous driving is not a dis- 
tinction which can be left to be implied from the terms 
of a policy giving a cover which does not express any 
difference, and to all intents leaves it to the honour of 
the policy-holder himself, and his own sense of safety, for 
what that may be worth. In order to found a defence 
for going beyond the scope and intention of the contract, 
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it is necessary to define the scope and intention, and if the 
intention is to refuse to indemnify for acts contrary to 
the law, an exception clause embodying the intention 
ought to be inserted. No doubt the drafting of such a 
clause would have to be a matter for agreement among 
companies taking motor-car business, but, given agree- 
ment on the principle, it should not be difficult, and the 
insertion of it in policies would act as a salutary caution. 
On a clause declaring the policy void, and the premiums, 
less definite charges, returnable in the event of conduct 
leading to prosecution, a defence would be unassailable. 
On motor-car risks another recent case of interest 
was that of Roberts v. Anglo-Saxon Insurance Assoctation. 
One of the questions in the proposal form was “State 
-clearly the purposes for which the vehicles are to be 
used,’’ and another “State the nature of the goods to be 
carried.’’ To the first question the answer was “‘com- 
mercial”; and to the second the reply was “textile.” 
On this, with other, information the policy was issued. 
While the policy remained current the car insured caught 
fire and was destroyed ; but it was being used at the time 
for carrying passengers. The arbitrator on the claim 
awarded the policy-holder £150. The company moved 
to have the award set aside as bad in law, on the ground 
that the car had been warranted to be used for the 
purposes of commercial travelling only. The warranty 
relied upon was contained in the declaration signed by 
the policy-holder warranting the statements and par- 
ticulars given on the proposal form to be true, agreeing 
that the declaration should form the basis of the contract 
between himself and the company, and expressing willing- 
ness to accept a policy subject to “the terms, exceptions, 
and conditions” presented by the Association. On the 
schedule attached to the policy was the printed statement, 
“warranted only for the following purposes,” and after 
it in writing the words ‘“‘commercial travelling.’”’ For 
the claimant it was argued that “commercial travelling”’ 
was merely a description. It was held, however, that 
the statement that the car was only to be used for 
commercial travelling described the risk covered; that an 
accident to the car while being used for carrying pas- 
sengers was not within the risk; and accordingly that the 
award was an error in law and must be set aside. 
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Books 


“War and Insurance” 
By the Right Hon. William Graham, LL.D., M.P. 
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indebted to the Carnegie Endowment for Inter- 

national Peace for its admirable series dealing with 
the economic and social history of the World War. To 
that series ‘“‘ War and Insurance” (Oxford University 
Press, 1927) is a notable addition. 

In his general introduction Sir William, Beveridge 
alludes to the three main types of risk in premature 
death, loss of property by fire, and loss of ships or cargo 
at sea. In that sphere insurance developed on familiar 
voluntary lines as business practice. In the case of 
sickness and unemployment the State intervened with 
social insurance on a wide compulsory basis. In this 
volume each subject is treated, at once briefly but 
comprehensively, by a recognized authority; the value 
of the impartial summary of the purely war programme 
is increased by the review of pre-war conditions. 

Dealing with risks at sea, Sir Norman Hill recalls 
that the policy of attacking the sea-borne trade of an 
enemy was not new; but it is remarkable that although 
representative committees and individuals had con- 
sidered the problem in detail for practically forty years, 
it was only at the last minute, on the outbreak of the 
European War, that the British Government gave its 
approval to a definite scheme. Underwriters, merchants, 
bankers, occasionally, as he remarks, even the politicians, 
had devoted attention to the subject. In a sense the 
South African War compelled the nation to consider 
preparation. More than twenty years ago an association 
was formed for the purpose of considering the security 
of food supply in time of war; it pointed out that over 
three-quarters of the British people were dependent 
on supplies from abroad; and certain perfectly calm 
critics contended that in the event of European war the 
Government must be prepared to see bread at famine 
prices for the poor. Eventually, in 1903, Mr. Balfour 
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entrusted the subject to a Royal Commission; and an 
inquiry of searching character produced a report which 
Sir Norman Hill regards as a remarkable forecast of many 
of the conditions which were true of the World War. 
The report of the Royal Commission directed attention 
to the comparatively small stocks of essential supplies ; 
of wheat we had usually about seventeen weeks’ supply 
in September, but throughout the year the stocks ranged 
from seven to seventeen weeks’ supply; in August they 
sometimes fell below even the seven weeks’ resources. 
On the other hand, the report of the Royal Commission 
brought a certain sense of security in its reference to the 
wide geographical distribution of the supplies, and the 
ability of Great Britain readily to draw on one source 
in the event of the failure of another. In considering 
prices the Royal Commission distinguished between an 
economic rise due to actual deficiency of any of the 
imports and psychological rise due to apprehension or 
uncertainty as to what was going to happen. Finally, 
the Royal Commission recommended a guarded and 
carefully considered scheme of national indemnity as an 
addition to British arrangements in the event of war. 
It was thought that that would do much to keep down 
the cost of transport, to prevent high prices for foodstuffs, 
and would act as a stimulus to the enterprise of ship- 
owners. But Governments move slowly. Despite the 
definite terms of the report, the State guarantee against 
war risks had still to face the analysis of innumerable 
committees; and in 1907 a Treasury Committee com- 
mitted itself to the statement that it felt unable to recom- 
mend the adoption of any form of national guarantee 
against the war risks of shipping and maritime trade, 
“except that which was provided by the maintenance 
of a powerful Navy.’ Administrative difficulty and 
unknown liability were the factors which influenced this 
attitude; but the latter was certainly unconvincing, 
since the chief reason for the preparation of a scheme 
of the kind was the impossibility of estimating losses. 
From this disappointment shipowners and others turned 
inter alia to the fresh consideration of the problem by a 
sub-committee of the Committee of Imperial Defence, 
appointed in May 1913. At that time it was indicated 
that the essentials of a sound scheme were (1) effective 
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control over the movements of the insured ships; and 
(2) limitation of the amounts insured to not more than 
fair and reasonable indemnity. The basis of the plan 
recommended by the sub-committee was utilization of 
the machinery of the War Risks Mutual Assurance 
Association, which the shipowners had formed; the 
broad suggestion was a partnership between the State 
and these associations. 

But it was not until midnight on the Sunday before 
the war began that the shipowners’ associations were 
informed that the Government were prepared to act on 
the recommendation of the sub-committee, and that 
they might submit the proposals to their members. 
On August 5, 1914, the State Cargo Insurance Office 
was opened; the Government had the assistance of the 
insurance market with its trained staff and expert 
advice. In substance the scheme provided insurance 
facilities to encourage shipowners and traders to run 
all reasonable risks in maintaining the overseas trade 
of the nation; a commercial basis was kept in view. 
Influenced by the transition to the State control of 
shipping and overseas trade, it is unnecessary here to 
summarize the detailed arrangements which gradually 
covered the insurance of cargo. Precautions had to 
be taken against the State getting all the bad risks and 
the market all the good ones when the market was 
again in operation. There was also the seamen’s war 
risk compensation scheme; at the end of the war the 
administration was taken over by the Board of Trade, 
the war risks clubs paying twenty per cent. of the capi- 
talized value of the pensions and allowances then current 
in respect of seamen serving on the trading and not on 
the requisitioned ships. As regards the charge imposed 
on the nation by State insurance against war risks at 
sea, it is thought that, keeping all considerations in 
view, the probable loss on the underwriting account 
between the State and all the clubs did not exceed 
£18} million, of which the State bore £14,800,000 and 
the clubs £3,700,000. 

In broad review of the scheme Sir Norman Hill 
recalls that its object was the maintenance of the nation’s 
overseas commerce in time of war; it facilitated business 
enterprise and helped to maintain international credit ; 








BOOKS 343 


it sustained the nation’s manufacturing power and 
assisted in finding new markets to take the place of 
those closed by the war; and it safeguarded the credit 
essential to all transportation. Jn a remarkable manner 
the number of voyages by ships employed in trade and 
the volume of imports to Great Britain were maintained 
in the first years of the war; incidentally, it is pointed 
out that while the competition of consumers in all parts 
of the world forced up freights the advance in that 
sphere had from first to last no important bearing on 
the cost of the principal articles of food in this country. 
In the absence of such a scheme overseas trade would 
certainly have been paralysed for weeks, if not for months, 
with disastrous consequences. Perhaps the chief danger 
of the plan was encouragement of the belief that it would 
be possible, under war conditions, to maintain the peace- 
time standard of comfort; it is urged that under cover 
of this arrangement the nation piled up debt in an 
attempt to maintain pre-war standards of living. The 
Admiralty is strongly criticized, especially in the plea 
that at a comparatively late date it had not mastered 
the first elements of the problem, such as the number of 
sailings to be protected, with the result that anti-sub- 
marine effort began two years too late, and in that way 
Great Britain nearly lost the war. 

Mr. Sydney Preston and Mr. A. E. Sich give an 
equally lucid and interesting account of the effects of the 
war on fire insurance. The form of policy in use at the 
outbreak of the conflict normally included a condition 
excluding loss arising from riot, civil commotion, military 
or usurped power, or foreign enemy. One phase of the 
problem had been so far covered in the Riot (Damages) 
Act, 1886, which imposed on local authorities in Great 
Britain responsibility for damage to property by persons 
riotously assembled together. But under that Act 
recovery of compensation usually involved long and 
difficult negotiation. For the strain of 1914-18 and 
later years British fire insurance was prepared by its 
sound financial policy of less critical years; sensational 
dividends had been avoided; substantial reserves had 
been accumulated. When the Assurance Companies 
Act, Ig09, came into operation the leading companies 
had formulated as their ideals (1) a reserve fund equal 
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to approximately 100 per cent. of the annual premium 
income; and (2) dividends to be limited to the amount 
derived from interest on the reserve fund. In the case 
of foreign enemy aircraft and bombardment insurance 
there was a natural call by the public for extension of 
protection; and in due course the Government adopted 
in its entirety the scheme prepared by a committee 
under the chairmanship of the late Right Hon. F. Huth 
Jackson. It was based on a simple classification insuring 
different classes of property against aircraft only or against 
aircraft and bombardment risk. In effect, the fire in- 
surance companies became the agents of the Government 
for the receipt of applications for insurance. Since much 
of the damage caused by aircraft and bombardment 
occurred in districts inhabited by the poorer members 
of the community, it was soon apparent that no system 
of voluntary insurance would meet such cases; hence 
the scheme which was applied through the Post Office, 
modified from September 1917, by a plan under which 
in effect every individual was granted a free insurance 
to the extent of £500, subject to certain conditions. 
After the war the results of this Government undertaking 
published by the Board of Trade showed that up to 
November 30, 1918, the premiums received amounted 
to more than £13} million, while the claims paid and 
outstanding were estimated to absorb rather less than 
£3 million. 

Mr. S. G. Warner’s contribution on life insurance as 
affected by the war begins with an admirable summary 
of the normal history of this class of business; the 
statistical tables tracing progress from 1873 to IgI3 in 
ordinary assurance, industrial assurance, annuities im- 
mediate and deferred, is a remarkable record of progress. 
From that Mr. Warner passes attractively to analysis 
of the first effects of the war, indicating how quickly the 
danger of sensational disturbance passed away, and 
recalling that the most pressing question for early settle- 
ment was that of the extra premiums to be charged for 
war risk. In this sphere it is pointed out that the 
experience of the World War suggests that if conflict is 
to continue, with the possible death-rate threatened by 
scientists, the task of fixing charges for the various forms 
of risk will be very much more difficult in future. Apart 
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from normal insurance, the companies rendered very 
great assistance during the war in the support of foreign 
exchanges, war loan issues, the Savings Certificates 
movement, and in donations to the Red Cross and similar 
funds. Perhaps, however, the most. interesting part of 
this review is the measurement of loss caused to life 
assurance companies established in the United Kingdom 
by death in war; on this point reference is made to the 
analysis of Mr. H. Brown, read before the Insurance 
Institute of London in December 1920. Taking a 
comparison of the recorded death claims during the 
five years 1914 to 1918, it appears that they were approxi- 
mately £4 millions a year above the corresponding pre-war 
value; that applied to ordinary business only as dis- 
tinguished from industrial. It may also be recalled 
that in 1919 the life assurance companies furnished, at 
the request of the Peace Conference, a statement of the 
total sum paid in war claims on policies effected in the 
United Kingdom in respect of which no extra premium 
to cover war risk had been charged; this also excluded 
civilian deaths caused by enemy submarines at sea; and 
the total was given as approximately £154 millions. Up 
to 1919 the industrial companies publiched periodically 
a statement of their war losses to date; the last total 
thus published amounted to nearly £7? millions, which, 
however, is included in the total of £15 millions already 
quoted. These figures are regarded as probably an 
understatement of the loss. Concluding with valuable 
summaries of the influence of the war on National Health 
Insurance and friendly societies, by Sir Alfred W. Watson, 
the Government actuary ; on Unemploy ment Insurance 
during the war and after, by Sir William Beveridge; and 
on the National Savings movement, by Sir William 
Schooling, this volume must be regarded as essential 
to all who would study at first hand, and under expert 
guidance, the impressive contribution of British assurance 
in all its forms in the grave crisis of the World War. 


At a general meeting of the Life Offices’ Association, 
held on January 23, Mr. W. Palin Elderton, C.B.E., 
actuary and manager of the Equitable Life Assurance 
Society, was re-elected chairman; and Mr. W. A. Work- 
man, general manager of the Legal and General Assurance 
Society, Limited, was re-elected deputy chairman. 
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The Crisis in Marine Insurance 
Testing of Underwriters 


OST people remember the story of the reader who 
M wrote to ‘“‘ Punch” complaining that the journal 
was not as good as it was, and received in return 
the laconic reply: “My dear sir, it never was.” Many 
people have in recent years been disposed to ask if the 
ability of the present generation of marine underwriters is 
as marked as that of some of their predecessors, and there 
may be those who will give an answer similar to that of 
the editor of the famous journal. Others will recall that 
there have been underwriters in the past whowere fairly en- 
titled to be regarded as giants of the business. Their word 
was law: others were content to follow them ; and it is in- 
disputable that these giants were able to earn large profits 
fortheircompaniesand considerable fortunes forthemselves. 
Judgment counts for so much in marine insurance that 
only the naturally cantankerous are likely to begrudge 
the successful underwriter his handsome emoluments, 
which are probably received partly in the form of salary 
and partly by way of commission. For comparatively 
small sums in premiums he commits his company, or his 
syndicate of “‘names,’’ to vast liabilities, and some 
underwriters who, socially, were charming personalities, 
involved their companies or syndicates in heavy losses. 
The business is highly technical and calls continually 
for the exercise of skill, and the underwriter who is 
successful is fairly entitled to rea p substantial rewards. 
On the other hand, those who are not successful should 
be prepared for short shift. 

In looking round the market today, it would be 
extremely difficult to name any who could be reasonably 
described as the present giants of the business. Many 
men who attained fame in their work have retired during 
the last few years. No doubt the institution of the three 
years’ average in income tax was not unconnected with 
some of the withdrawals. Large profits were earned 
during the war period and for a year or so afterwards. 
Then came a rapid change. The volume of commerce 
dwindled and values of ships and commodities fell. With 
bad trade the moral hazard increased, and underwriters 
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were faced with the prospect of having to pay taxation on 
years which included large profits, when their earnings were 
actually comparatively meagre. By withdrawing entirely 
fromthemarket theyescaped this heavy liability to taxation. 
It paid them better to cease business than to continue. 

Others withdrew owing to the advance of years, and 
so, in consequence of a variety of causes, the constitution 
of the market is now very different from what it was only 
a few years ago. Youth is at the helm. There are doubt- 
less some advantages in this, but youth necessarily lacks 
experience. Sometimes, even, it lacks that strength of 
mind which comes from experience and matured judg- 
ment, and of the ability to say “No” when it is so much 
pleasanter and easier to say “Yes.” Youth is now 
learning, and it may be that a few years hence the benefits 
of this will be seen. 

If the present generation of underwriters is criticized, 
and from criticism due to the poor practical results of its 
work it cannot escape, the conditions are obviously 
different from those in which its predecessors carried on 
their work. The success of the older generation, by 
encouraging many new-comers to enter the market, 
has itself created difficulties for the present conduct of 
the business. The market is enormously enlarged. The 
immutable law of supply and demand is at work. The 
supply of marine insurance exceeds the demand for it, and, 
that being so, the owners of ships and cargoes have had 
the whip hand. It was obv iously a far easier matter to 
secure agreements and respect for them when the relation 
between the two was closer. In all the efforts which the 
more efficient and thinking underwriters have made in 
the last few years to bring about improvements, they 
have been handicapped by the excessive size of the 
market, and before many of those who have been clamour- 
ing for business could appreciate the dangers of the course 
they were taking they have had to learn in the exacting 
school of experience. This has been a slow and halting 
process. Failures of insurance companies have been 
numerous, and the adverse results of even really strong 
companies have been striking. The year 1926 was a bad 
one, as the reports which will be issued this year cannot 
fail to show. 

Owners of ships and cargoes have been greatly assisted 
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by the brokers. Sometimes brokers are accused of being 
unnecessary impediments to commerce and of rendering 
no service to any, except to themselves. These hard 
charges are rarely made by those who have knowledge 
of the facts, and in marine insurance the commissions 
which brokers receive from their clients have been most 
handsomely earned. Whether brokers have been of 
equal service to underwriters is another matter. 

Competition among brokers for business is very keen. 
ach firm tries to do a little better for its clients than 
its rival. The tendency towards combination has been 
strong in the brokerage business, as it has been in other 
directions, and the influence which the large brokerage 
firms possess is undoubtedly far-reaching. They have 
so much insurance to place that underwriters feel they 
must pay heed to their wishes, or the accounts of the 
brokers will be placed elsewhere among those who are 
more amenable to pressure. It has even been said that 
underwriters could be likened to clay in the hands of the 
potters, or brokers. The broker naturally is concerned 
with his commissions. His interest in underwriting is 
only secondary, and he would naturally be justified in 
regarding the underwriters as capable of looking after 
themselves. Whether the underwriters have, in fact, 
been in that happy position is an open question. 

Last year, for the first time, things reached such a 
pass that the chairmen of the leading companies felt 
compelled to intervene. From time immemorial the 
marine underwriters have been left to themselves as 
transacting a special form of business, the details of which 
are unknown to ordinary mortals. So long as things 
went well, or fairly well, this tradition was maintained, 
and underwriters were regarded as a sect apart from the 
ordinary run of insurance men, who must be left without 
question to manage their absorbing, intricate, and peculiar 
form of enterprise. For years chairmen were content 
to make statements at the annual meetings which were 
doubtless prepared for them by the marine underwriters, 
and were mainly trite expressions of the difficulties 
a those transacting the business. 

Gradually it dawned on even the most conservative 
directors of the companies that there was something 
radically wrong with the conduct of marine insurance. 

















CRISIS IV MARINE INSURANCE 349 


Year after year the life, the fire, and the accident depart- 
ments, including that greatly growing business concerned 
with motor transport, were able to announce substantial 
profits. No one could deny that the managers of each of 
these sections of insurance had their own serious diffi- 
culties with which to contend. In fire insurance there 
has been the accumulation of merchandise representing 
vast values in small areas; of hazards due to the forces 
of Nature, which are extremely difficult to assess, and yet 
against which business men need protection; and of 
restrictions of various kinds imposed by foreign govern- 
ments. In accident business the managers have had to 
face an active form of control by the British Government 
and of the considerable extension of liabilities under 
Acts of Parliament. In motor insurance the assessment 
of rates has been difficult in view of the varying classes 
of vehicles and the immense liabilities of owners to third 
parties. Yet, in the face of many acute difficulties and 
problems, the managers have, on the whole, been able to 
record growing premium incomes and not altogether 
unsatisfactory results. These managers have undoubtedly 
improved their status, while the marine underwriters 
have, on the whole, lost ground. With certain brilliant 
exceptions, they have ceased to contribute to the strength 
of the companies, but have become a heavy burden on 
them. They may be likened to the fifth wheel of a coach. 

The intervention of the company chairmen was, no 
doubt, regretted in some quarters of the marine insurance 
market. There was a certain loss of dignity to the 
underwriters, but after the first shock those underwriters 
who have been really struggling to improve conditions 
will have welcomed the moral support of their chairmen. 
Agreements, when now concluded, have a reasonable 
prospect of being duly observed. If those who subscribe 
to them fail to carry them out, then the committee of 
chairmen will want to know the reason why. A measure 
of supervision is now being exercised over the market. 
A clear warning has been given that unchecked losses 
will not be tolerated. The carrying out of the detailed 
work will still be Jeft to the men who profess to be 
technical experts, and those who have been sincerely 
labouring to effect improvements deserve the whole- 
hearted support of the market. 
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The London market is the principal centre in the 
world for the transaction of marine insurance, and other 
markets look to London for a lead. If London fails it is 
blamed and loses standing. No one wants inordinate 
profits to be earned from marine underwriting. All that 
is expected is that it shall be able to support itself and 
earn the fair reward to which all forms of insurance, 
necessitating the assumption of enormous liabilities, are 
entitled. Last year a movement in the right direction 
was started. It needs, however, to go much farther yet, 
and the ability of the present marine underwriters will 
be judged largely by the progress they are able te make 
this year in setting their admittedly too spacious house 
in order, 


Insurance Reports 
The March issue of the UNDERWRITER will contain 
a comprehensive review of the results of all the British 
companies whose reports appear before February 28. 
The recently published valuation report of the 
Provident Mutual Life Association discloses remarkable 
progress made during the past five years. The figures 
are as follow : 
Dec. 31, 1927. Dec. 31, 1922. 


Funds sa i or $6,341,000 £ 3,931,000 


Premium income 7 os 771,000 542,000 


Surplus i oe is 1,019,000 378,000 


458.% } Whole } 
Rate of bonus -d a 50s.%%, life 
4os.°, Endowments 
New business in 1927 incre ased by more than 70 per cent. 
in comparison with that of 1926. 

As the report will be analysed in our next issue we 
shall make no comment here upon the association’s 
interesting actuarial policies except to observe that they 
carry into practical effect the suggestions made by 
Mr. C. R. V. Coutts in a paper read before the Institute 
of Actuaries in 1926. In that paper he observed that 
there was no reason why life assurance bonuses should 
not be based upon the results of actual experience and 
thus change from time to time. He was of opinion that 
after making adequate reserves the profits earned in any 
period should be given mainly to those who contributed 
to them instead of carrying forward considerable sums 
for the benefit of generations to come. 
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The Building Societies Movement 
By Enoch Hill 


(Chairman of the National Association of Building Societies 
5 


ODAY the country is just emerging from a house 
famine of serious proportions. A century ago 
similar conditions prevailed, due, in part, to the 

same cause, but more especially to the migration of 
hitherto country dwellers to the urban areas—a result 
of the great industrial revolution which followed the 
introduction of epochal inventions, the application of 
steam power, and the beginnings of the mechanization 
of industry. Where coal abounded towns grew at a 
great rate. A housing problem arose, and it is not 
without interest to compare the manner in which the 
problem was solved at that time with the solution we 
have endeavoured to find a century or so later. 

It was in response to the great and sudden demand 
for housing accommodation in the early years of the 
last century that the present-day filthy slums of our 
great industrial centres were created. 

Ill educated, ill paid, and, in most cases, with no 
political abilities, the working man of a century ago, 
with rare exceptions, could conceive nothing — 
than paying rent to a landlord for occupation of ‘ 
brick box with a slate lid,’”’ which, bad as it might _ 
was often better than the tumble-down cottage with a 
leaking roof which he had left in the country. Of the 
amenities which the humblest dweller in an urban area 
demands today the people of that time thought little 
or nothing. In a more or less haphazard way, almost 
entirely without supervision or control, the speculative 
builder built. Row upon row, soulless, often sunless, 
these dreary dwellings were run up. There was no 
better way apparent. 

After the war, which with intense feeling we describe 
as the Great War, once more a housing crisis arose in 
our land. Thousands of families were homeless. How 
was the crisis met ? The economic conditions were con- 
fusing. Prices of all commodities had soared, restriction 
of rentals of existing houses created an_ artificial 
























































situation, 


which, 
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however necessary it may have been, 








added to the difficulty of the position and, incidentally, 
was in many cases exploited by tenants in a way most 


unjust to the owners. 
In dealing with the problem no Government can be 


said to have been successful. 
some of the experiments ; 
solution the building societies 


happy, 


claim chief credit. 

At the time the problem arose there was in the 
building society an instrument ready to hand, able and 
willing to deal with the matter in an efficient and busi- 


ness-like way. 


No new organization was needed; 


and for the final, 


Gross extravagance marked 


more or less 
of England may 


the 


machinery, controlled by expert officials, whose experience 
and training equipped them for the task, was available. 


During 


the more acute stages of the crisis the Governments 


of the ‘day preferred to create new organizations, and yet, 
I think we may fairly claim that it 


in the end of it all, 


was the help given by building societies which went far 
to overcome a difficulty 
rate, nearing solution. 
A century ago the house-seeker knew nothing better 
today we are well on the way to becoming 


phases at any 


than tenancy ; 


a nation of home- -owners. 
wonderful 


this 


SO 


development 


which is now, 


Within the 
of 


in some of its 


next decade or 
home-ownership 


will have a far-reaching effect upon the national standard 


of life. 


That effect 


sider for a 


will 


moment. 
some 500,000 families 


not 


be merely 


an economic 
although the economic side is of vast importance. 


one, 
Con- 


It is estimated that in England 


are at the present time buying 


the houses they occupy with the help afforded by the 
building societies. 


pay their 


regular 


Instead of paying rent, these people 
subscriptions to the societies. 


In 


some cases this may involve a little self-denial—no bad 
thing in itself and always there is a goal ahead to stimulate 
The years will pass, ten, or it may be 
fifteen, and the day arrives when the goal is reached and 
the happy home-buyer enters intocomplete and unfettered 


and encourage. 


ownership. 


At one step his standard of life will be 


raised in an important degree, and he will, moreover, be 
conscious of that added dignity and satisfaction which 


arises from ownership. 
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The improvement in the economic position of hundreds 
of thousands of families does not exhaust the benefits 
that will be derived. On the contrary, the advantage 
to the individual may well prove to be of less significance 
in our national well-being than the political stability 
which such a strong body of public opinion is bound to 
exercise. 

A small but clamorous minority constantly seeks the 
subversion of the great economic fabric upon which our 
national prosperity has been built. Even in responsible 
political circles there is, I think, a tendency to exalt 
political power in the cause of social amelioration beyond 
its proper sphere, whilst the homely virtues of personal 
thrift and self-help are decried. Fortunately, the practical 
common sense of the majority of the people leads them 
to act in the belief that they have personal responsibilities 
as well as political privileges—-in fine, they endeavour, 
as far as they can, to work out their own social salvation. 
Of such is the kingdom of the building society movement. 

Probably more important than the economic benefit 
conferred upon the individual, and the national advantage 
of greater political stability, is the moral effect of this 
movement. Home ownership leads to a mode of living 
and a view of life conducive to success. It is in time 
translated into character. To the head of the home it 
gives a true pride and real stability, inspiring thrift and 
stimulating ambition and all those aims and ideals which 
make worthy citizenship; to the wife and mother it 
brings abiding content and peace of mind; for the 
children it means healthy and happy surroundings, and 
upon them will be lavished the parental love and care 
which, in a large measure, flow from the beneficent 
influences of hopeful contentment and the firm belief 
that ‘‘the best is yet to be.’’ These are no fanciful 
imaginings. The proof of their truth lies open to the 
observer in thousands of homes throughout the land. 

Building society service unifies the needs of two 
sections of the community. On the one hand, there are 
the houseless men who have little money and need 
homes; on the other hand, there are many people who 
seek a safe, simple and profitable investment, where the 
security offered is of the highest possible class, where 
the facilities for withdrawal make the investment one 
CC 
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which can be readily realized, and where a reasonably 
good yield in interest may be obtained. These excellent 
qualities are all combined in a building society invest- 
ment. Where proper care is exercised in selection of 
the properties, there is no finer security than real estate, 
and the security offered to building society investors is 
first mortgage on properties which are selected with all 
that skill which is the outcome of high professional 
attainments and long experience. The funds provided 
by the investors are pooled and lent to borrowers, upon 
such terms as occasion demands and prudence dictates. 
The house-buyer secures the accommodation he needs, 
and the investor obtains an investment which may very 
truthfully be described as gilt-edged. It is important 
that this mutual basis upon which the business is 
conducted should be clearly understood. 

Today the building society is the most progressive 
of all the various organizations for the promotion of 
voluntary thrift. Year by year the statistics reveal an 
ever-widening sphere of influence and the development 
indicated by the figures is a remarkable one. According 
to the latest returns available, the membership of 
building societies was 1,257,400 exclusive of depositors. 
There were probably more than 500,000 depositors, 
making a total of well over 1,750,000 individuals directly 
interested in the movement, and the total assets amounted 
to £193,856,034. These are encouraging figures in them- 
selves, and even more encouraging because they represent 
a very considerable increase upon the statistics of the 
immediately preceding year. For instance, the increase 
in membership in the year under review was 128,000, 
and the increase in assets amounted to {£24,650,000. 
The reserve funds which consolidate the position, and 
are a guarantee of the strength of the societies, amounted 
to £10,405,631, an increase during the year of £2,400,000. 
When it is considered that very many of the societies 
have never had occasion to take a single penny from their 
reserve funds during the whole course of their history, 
the immense financial strength of the incorporated 
building societies is evident. 

In a final word, I should like to make reference to the 
relations which exist between the great banks of our 
country and the building societies. So far as my personal 
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experience goes—without overstepping the limits of 
modesty, I think I dare say my experience goes a long 
way —the relationship has always been entirely friendly. 

Within recent years the banks have more diligently 
sought the custom of the small saver—the small savers 
now hold an important portion of the national wealth— 
and in that direction we must regard the banks and 
building societies as being in competition one with 
another. But this competition is honourable and brings 
no ill-will in its train. 

Banks and building societies operate in different 
spheres and their policies are vitally different. The 
bank seeks the quick-moving account, to make only 
comparatively short-date loans, and to maintain at all 
times large liquid assets. On the other hand, the building 
society makes long-date loans (subject at all times to a 
very gradual but regular reduction of the debt); its 
investment accounts move comparatively slowly, many 
remaining practically undisturbed for years, and further, 
it is quite unnecessary to maintain any very large 
proportion of its assets in liquid form. 

Instead of regarding the two institutions as in any 
degree antagonistic, my own view is that they may be 
regarded as largely complementary one to the other. 
It is a matter of daily occurrence that bank managers 
send to the building societies potential customers who 
seek mortgage loans on real property, and, on the other 
hand, would-be borrowers seeking temporary loans are 
referred by building society officials to the banks. 

Any institution which encourages thrift, and thereby 
builds up the national stability, is doing a service of 
considerable importance to the banking community. 
There is no surer foundation upon which to build ultimate 
commercial success than the development in early life 
of the habit of thrift. At the present time no organiza- 
tion, no institution, is doing more than the building 
societies to cultivate that most desirable virtue amongst 
the great masses of the people of this country. 
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The Insurance Share Market 
During 1927 


RACTICALLY all insurance companies, certainly 
Pp most of the leading ones, adopt the general principle 

of limiting the amount distributed by way of divi- 
dend to a sum not very far removed from that of the 
interest received on the invested funds. The trading 
profit, or the greater part of it, is invested at interest, 
or put to some other remunerative service of the 
company. 

Given, then, the absence of catastrophe, or exceptional 
experience such as has been the case of recent years 
with several offices which have done particularly badly 
in the marine branch of their business, dividends are 
almost certain to increase, and to continue to do so over 
a period of years. Hence the continued rise in share 
prices over such periods. 

This share price movement, however, is not of even 
speed. The main movements, speaking as a whole, 
take place in cycles. A particularly good year, with an 
expected general increase in dividends as a result of the 
accumulation of reserves, etc., attracts the attention of 
the investor, and a buying movement of large dimensions 
sets in, which carries prices usually to such a height as 
fairly to discount the immediate future. If dividend 
anticipations are realized, prices may remain steady for 
some time or tend to recede, till, with the passage of a 
few years, the accumulation of further reserves, with the 
anticipation of an approaching increase in dividends, 
again stimulates buying, and raises the quotations for 
the shares again to a level which is justified only by 
looking to the future. 

As indicated, the investor who has paid top price 
for a first-class insurance share towards the end of such 
a periodical movement knows full well that he only needs 
to hold his stock sufficiently long to see an increase in 
its capital value. Such a cyclic advance in prices has 
been one of the leading features of the Stock Exchange 
insurance market during 1927, as is shown by the following 











WHAT IS YOUR 
MONEY EARNING? 


If you leave your money on deposit or put it in some low- 
paying investment, 24° (or 3°% at the most) is all you 
can expect it to earn for you. Now that was fair interest 
fifteen years ago, but not today. To pay only 2}% on 
your capital in 1928 is like asking you to work for pre- 
war pay when the cost of living is still well above 
pre-war level. 


5° TAX FREE If you invest your 
(7) 4 money in the Co- 
operative Permanent Building Society it will earn 5% 
for you—absolutely free of tax or any liability to tax. 
That means that you really get 63% for your money— 
more than double the earning power of ordinary gilt- 


edged investments. 


ABSOLUTE SAFETY J ixi.; 


vou invest in the Co-operative Permanent is used to help 
home builders in buying their houses. It is secured by first 
mortgages on these houses—thousands and thousands of 
them—belonging to honest people whose first consider- 
ation is to clear off the mortgage on their homes. The 
value of your shares never varies—{50 invested now will be 
worth {50 in as many years. Your money earns interest 
month by month, and the interest is paid once every 
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LARGE Funds available 
for immediate and liberal 


ADVANCES 


The “ Abbey Road ™ 
Society has earned the 
continued and increas- 
ing confidence of the 
investing public. That 
is why very large funds 
are now available to 
assist house purchase. 
Costs are low, advances 
are generous and the 
repayments are light. 
The service is efficient 
and expeditious. 


year, or may be left to accumulate. 
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Co - operative 
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in your money a little at a time, and each complete pound 
invested will earn interest. 


START TODA Send for Teaflet B 
and get full particu- 
lars of this sound and profitable investment. 


NO ENTRANCE FEES OR OTHER CHARGES 
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Secretary, Arthur Webb, J.P., F.C1.S. 
22 RED LION SQUARE, LONDON, W.C 1 
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table of maximum prices during each of the last five years. 
A further column is added giving the approximate price 


of the shares at the end of that vear. 


End 
1923 1924 1925 1926 1927 Dec. 
1927 
Alliance Old 144 57 163 1644 I9s5 18% 
Alliance New 15} 16} 17 16g 207% 19% 
Atlas 183 183 19} 1Qie 243 2316 
3ritannic F ully 8} 107% I1% mr} 06154153 
Caledonian I4 16430173 1543 1633 163 
Commercial Union 20 23% 253 254 294 263 
Eagle Star 16) = 14} of Oss 0, 10 
E mployers’ Liability 97/6 QI 92/10} 87/6 87/9 73 
General Accident 7 9} Of: 83 8 83 
Ke irdian 74 83 9 9 92 94 
London & Lancashire 17 20% 22} 22 268 263 
London Io} = 12} 12}3 11f, 138 11} 
Motor Union 11} Si Or 8} 10 9} 
North British & Mere antile 74 0218 244% 232 30 30 
Northern 74 174 18 I5 154 142 
Phoenix ({10—£1 paid) ft 138 13% I3 133 «12% 
Phoenix F ‘ully Paid 127% 14 133 13g 14 12 
Prudential “ A ”’ 16f 21} 247 244 23% 22% 
Royal Exchange 4% 6; 743 7% 8 #8 74 
Royal . 254 33 34 344 378% 373 
Scottish Union “A ”’ Iog «113 11r¢B 6th) «64h O14 
Sun Fire 20 23% 24} 242 308 308 
Sun Life .. 5d 33 363 433 46 452 454 
World Auxiliary 19 25/3 +26 22/6 30/44 27/3 
Yorkshire Fully. . 248 223 234 22% 232 23 





From the foregoing table it will be seen that consider- 
able appreciation took place in the prices of many of the 
leading shares between 1923 and 1924. The years 1924, 
1925, and 1926 were to a great extent periods of con- 
solidation, of repairing the ravages of the post-war slump, 
and of facing and adjusting the positions created by _ 
growing serious losses in the marine accounts, and, 
many cases, in the United States casualty business. 

With a eradual amelioration of the last, and a clearer 
conception of the likely commitments in the case of the 
marine business and a consequent strengthening of 
the reserve position, accompanied by the presence of 
a plethora of money seeking investment, share prices 
during 1927 showed generally to great advantage. 

Thus, Alliance New rose 3%, Atlas 5%, Commercial 
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A safe recommendation 


T is the privilege of the Banker to be a trusted adviser of his customers in 
regard to their investments. 
In many cases no better and certainly no safer recommendation can be 
made than investment in the 


HALIFAX BUILDING SOCIETY 


This Institution, founded seventy-five years ago, has Assets amounting to 
£45,000,000, and more than 300,000 members and depositors. It offers 
unsurpassed investment advantages—absolute freedom from depreciation ; 
generous rates of interest, free of income tax; facilities for easy withdrawal 
and simple procedure in the conduct of accounts. 


Beyond question it is a safe recommendation. 
The free prospectus gives full particulars. 
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THE WORLD’S LARGEST 
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Head Office: PERMANENT BUILDINGS, HALIFAX 
London Office: 124 CHARING CROSS ROAD, W.C.2 


ENOCH HILL, F.C.1.S., Managing Director. 
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Enquiries Invited. 








THE OLDEST 


BUILDING SOCIETY 
34 London Wall, E.C.2 INSURANCE OFFICE 


IN THE WORLD 
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and explanatory pamphlets on 
application to The Manager. ee 

SHARES : 


Current Dividend 5°, Free of Tax Heap Orrice : LONDON, E.C.z2 
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Union 4}, London and Lancs 42, North British and 
Mercantile 6}, Royals 3:3, Scottish Union “A” 3}, Sun 
Fire 5%, and Pearl Old fully nearly 20 points and the 
New fully about 30 points, over the maxima for 1926. 
As money seeking investment continues abundant, and 
as considerably improved results on the whole are 
expected for 1927, prices are likely to remain steady till 
these results are known this spring. Any setback is 
most likely to occur, if at all, after the issue of these 
reports, or when realization of holdings on a large scale 
takes place to meet any sustained revival in trade. 

In the latter eventuality, however, the recession in 
share prices really provides the best of all opportunities 
of acquiring insurance shares, as the very purpose of the 
withdrawal of the moneys so invested is to restart or 
extend those same businesses by whose increased activities 
the insurance companies are the first to benefit. There 
is no truer guide to the conditions prevailing in the 
industrial world than the trading accounts of the leading 
offices, particularly those of the departments which cater 
for purely commercial and industrial activities. The 
business written in the fire, marine, accident and general 
branches of the large insurance offices expands when 
trade is good, when commodities in stock or in transit 
require cover, when shipping is active and the risks 
attending vessels and their cargoes require to be under- 
written, and when all the various accident and general 
risks which accompany trade activity have to be provided 
for. Such an opportunity may well arise about the 
middle or end of 1928. 

The various disastrous floods and tornadoes in America 
have failed to put any stop to the advance in share 
quotations, for it has been realized that the amount of 
insurance in these parts carried at any company’s own 
risk is, comparatively speaking, of small dimensions. 

Several important amalgamations have taken place, 
the chief being those of the Britannic and the British 
Legal Life, the Commercial Union and the British General, 
the Royal Exchange and the Motor Union, the Sun Fire 
and the Planet. A few companies, too, namely the 
Commercial Union, the London and Manchester, and the 
Pearl, have paid up, or called up, the amount of the out- 
standing liability on their shares. It is generally expected 
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Commercial Union | | TRADE INDEMNITY 


Established 1918. 


Kssurance (Chairman —C. E. HEATH, OBE.) 


CAPITAL: 
AUTHORISED AND ISSUED 
£250,000 Fully Paid. 


TRADE CREDITS 


The object of the Company is to assist British 
Merchants and Manufacturers to develop 
Home and Overseas Business by the Insurance 
of Credits. 
The Company is prepared to grant policies 
insuring approved accounts up to 75 per 
cent. of the net invoice value of goods 
Temporary Head Office : sold and delivered in the ordinary way of 
Adelaide House trade to customers domiciled in almost 
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King William Street, London any part of the work 











Total Assets (including Life Funds) Prospectus and Proposal Forms can 
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; ane MANCHESTER OFFICE: 1 BOOTH STREET 
Insurances of every description All inquiries are treated in the strictest confidence 
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der and paid-up values. They are, should die before the —e 
is required, the child will not 


therefore, especially valuable for Death 
Duty purposes, for providing collateral 
security, or for securing large immediate 
protection at a small outlay. 


wes effecting a non-profit ay. cempase the | 
above rates with those charged elsewhere. 1 ; 
: or Table 8 quotation 
Full particulars for other ages will App y f q 
be furnished on application to— 
G. T. VARNEY 
(Manager for the United Kingdom) 


CONFEDERATION| | BRITANNIC 


OF CANADA) 
ASSURANCE COMPANY LTD 
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that both the above tendencies will be features of the 
insurance market during the next few years. 

Coming to the movements in the prices of particular 
shares during 1927, we find that considerable discrimina- 
tion has been exercised by buyers. It has been increas- 
ingly realized that the true ultimatecriterion of the value of 
any share is not the dividend the company pays away, but 
the relation which the profit it earns bears to its paid-up 
capital. This is readily seen in the case of the leading 
offices, whose accumulation of reserves, while strengthen- 
ing the position of the company, merely thereby postpones 
a certain increase in dividend. 

Alliance Old rose to over 1g on the increase in the final 
dividend to 10s. a share, making 17s. a share less tax for 
the year. It is anticipated that on the previous relation- 
ship of the interim to the final dividend the 8s. inte1im 
recently declared will be followed again by a Ios. final, 
making 18s. a share in respect of the current year. 

Atlas, another of the more “‘solid’’ concerns, sharp 
movements in whose shares occur only at fairly long 
intervals, have been in considerable demand, on a market 
bare of stock, up to 243 on the expectation of an increase 
in the dividend of 15s. per share tax free paid for last 
vear. 
Britannic Assurance have been the subject of par- 
ticularly good buying from time to time. The acquisition 
of the British Legal Life business would appear to have 
been carried through on terms very favourable to the 
Britannic. The fully-paid shares at over 15 show a rise of 
over 4 points above last year’s maximum, while an 
appreciation of nearly 23 is shown by the partly- -paid 
shares. The relative dearness of the partly paid repre- 
sents the anticipation that it may not be long before the 
Britannic follows the lead of some of the other industrial 
offices by making all its shares fully paid. 

Caledonian.—A fair amount of buying throughout 
the year has taken place against the quinquennial 
valuation at the end of 1927, when a good showing is 
anticipated with an increase of several shillings in the 
present dividend of 15s. per share less tax. For once ina 
while absorption rumours have been absent in the case 


of this company. 
Commercial Union Assurance Co.—These shares have 
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ERAN EER AERA NRA OE OE ERAS 


ESTABLISHED 1809. 


FIRE LIFE 


ACCIDENT 


TOTAL FUNDS EXCEED 


North Britishs. Mercantile} 


Insurance Company, Limited. 
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BOOK FORM 
HOME SAFES 


For Thrift—Propaganda—Expansion 
The master-key is held by the issuing institution. 





Originated and produced by the makers of the world- 
renowned Visible-Money Recording Home Safes. 
Distributed by banks, building societies, insurance 
companies, co-operative societies, stores, and y 
welfare organizations. 


Send for specimen and full particulars. 


Automatic Recording Safe Co., Ltd. 
85 Ridgmount Gardens, London,W.C.1 





Established over 100 Years 
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INSURANCE CoO., LTD. 


FIRE, LIFE, ACCIDENT, MARINE 
and ali Classes of INSURANCE. 
REDUCTION IN RATES 
Whole —. one Profit evens of 

1,000 and o 


Specimen Annual pc per £1,000 


£19 10 0) Pure Life Assurance 


| ee 45. 
- £28 5 0; at Lowest possible 
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Administration Bonds, Issue and Re- 
marriage Risks, Lost Documents, Etc. 


Obtain copy of the Company's comprehensive ‘ HOME’ Policy 


Chief Offices: 
YORK: St. Helens Square. 
LONDON : Bank Buildings, Princes St., E.C.2 


With Branches and Agencies throughout the World. 
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been very active throughout the year, big lines having 
changed hands at rising prices. The knowledge that the 
year end valuation would be a good one, together with 
the discharge of the uncalled liability on the shares, has 
been responsible. 

Eagle Stars have been generally steady, though at 
times speculative buying has been indulged in with the 
view that the company has seen the worst of its troubles. 

Violent fluctuations have taken place in Employers’ 
Liability. To the continued difficulty in the profitable 
writing of workmen’s compensation business in the 
United States has been added an intimation by the 
Corporation that it would guarantee all policies issued 
by the Mercantile Marine. The excellent results of the 
Clerical, Medical and General quinquennial valuation 
have failed to counteract the impression produced by the 
above unfavourable factors, and at 73s. the price is 
14s. gd. below the year’s highest. 

General Accidents have remained fairly steady, as have 

Gresham Fire, the latter being a narrow, but improving 
market up to 24s. 

Guardian Assurance have moved between 8 and 9%. 

As indicating the solid character of this office, it has 
been pointed out that the assets comprising its various 
funds are earmarked to those funds, so that the provisions 
of the proposed Insurance Bill requiring such allocation 
would have no disturbing effects on the accounts of this 
office. There was no increase in dividend, as had been 
hoped for, as a result of the life valuation, but it is thought 
this cannot be long delayed. 

London Assurance have remained more or less steady 
despite the excellent results of the 1926 quinquennial 
valuation, the magnitude of the marine account being 
a deterrent factor. 

London and Lancashire shares have responded to 
strong buying with a rise of 43 over the 1926 maximum, 
as a result of the appreciation of the enormous earning 
power of the company. For instance, for 1926, no less 
than £500,000 was appropriated to the cost of acquisition 
of business and additional reserves, while the amount 
distributed in dividends was nearly £56,000 less than the 
net interest received. The price of 262 represents the 
expectancy of an increase in dividend in the near future. 
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London and Manchester have been heavily bought, 
large blocks of shares having been taken off the market 
by responsible interests. Dealings in the shares have 
at all times been a matter of negotiation, but at the close 
of the year they have again been in strong demand on 
the continued increase in the annual valuation surpluses. 
During the year the 10s. outstanding on the partly-paid 
shares was called up, and the end year price of 12} bid 
compares with 103 for the fully paid, and 83 for the partly 
paid at the beginning of the year. If this office would 
bring itself into line with other leading companies by 
applying for an official Stock Exchange quotation, a 
much freer market in the shares would be created, with 
an almost certain rise in the share price. 

Motor Unions fell away after the issue of the unsatis- 
factory 1926 report, but towards the end of the year 
jumped sharply to 9? on the intimation of the company’s 
absorption by the Royal Exchange. 

North British and Mercantile, with a steady rise of 
6} points above the 1926 highest, have provided one of 
the outstanding features of the market. Here again, 
as in the case of other leading offices, the continued 
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TERMS OF COMMISSION. 


Provipent Mutua Lire Assurance ASSOCIATION. 


ESTABLISHED 1840. 
25-31, MOORGATE, LONDON, E.C.2 


Cc. R. V. COUTTS, 


Manager and Actuary, 
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large accumulation of reserves is expected to benefit 
shareholders very substantially in the near future. 
At the year end price of 30, the yield on the basis of last 
year’s distribution is only 3 per cent. less tax. 

Northern Assurance were an uncertain market following 
the issue of the 1926 report last April. A later appre- 
ciation, however, that the company were making 
considerable progress in the elimination of unprofitable 
commitments resulted in a steady rise in the price of the 
shares to 153. It was recently intimated that the Northern 
itself had ceased writing a London broker’s account. 

Undoubtedly the most phenomenal rise ever enjoyed 
within the short space of a year has been that experienced 
by Pearl Assurance shares. At the beginning of the year 
they were called around 53 for the £5 shares, £3 paid, 
and 63 for the fully-paid shares. During the year the 
amount outstanding on the partly paid has been called 
up, and an interim dividend paid, the first in the com- 
pany’s history, at the previous rate of 50 per cent. per 
annum, tax free, on the increased issued capital. As a 
result of this, and of share-splitting rumours towards the 
year end, the shares previously partly paid have been 
run up to 8o, a rise of no less than 27 points ; and the old 
and new fully-paid are now quoted indiscriminately 
around that figure. 

Phenix were well bought in the early part of the year. 
The dividend increase of 1s., making 13s. for the year, was 
not up to the expectations of the more optimistic, how- 
ever, and this, combined with the less profitable trading 
experience in the general branches, failed to offset the 
satisfactory increase in the net interest. The share price 
fell away to 12}, but since then has been as high as 133. 

Prudential “ A’’ shares moved narrowly throughout 
the year. From the nature of the rules governing the 
appropriation of the profit, the rate of increase in the ‘“‘A”’ 
dividends will tend to diminish in so far as these depend, 
as they have done up to now, on the surpluses of the life 
branches. The ‘‘B”’ shares have remained between 34s. 
and 36s. 

The acquisition of the Motor Union by the Reval 
Exchange was one of the outstanding events of the year. 
Royal Exchange shares reacted # to 7% on rumours of 
the absorption terms. Previously the shares had been 
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an improving market on the 2 per cent. increase in the final 
dividend. 

Royals rose to 374, 33 points above the 1926 highest, 
on aggressive buying based on hopes of an imminent 
further discharge of the uncalled liability on the shares. 
It is estimated that, catastrophe apart, and after pro- 
viding adequate reserves for all purposes, there accumu- 
lates in the space of about three years sufficient surplus 
to pay up Ios. of the undischarged liability on the shares 
5s. was so paid up in 1923, and Ios. in 1925, making the 
shares £5 with {2 paid up. 

Scottish Union “A” were well supported at steadily 
rising prices, a satisfactory quinquennial valuation at 
the end of the year being looked for. Hitherto the large 
amount of the uncalled liability attaching to the shares— 
they are of £20 denomination, with £1 paid up—has 
scared many investors, but the fear of this being called 
(a very re mote contingency) seems to have been overcome 
in great measure, and, in fact, the mere possibility of 
the uncalled liability being reduced has tended to attract 
a fair amount of buyers. 

Sun Fire were in great demand, the price showing a 
rise of no less than 5§ points since the beginning of the 
year. The strong financial position and increasing earn- 
ing capacity of the company, together with the certainty 
of a considerable increase in dividend over the next 
few years, demanded attention. The rise was helped 
by the shortage of the floating supply of stock, the shares 
being very tightly held. The interim dividend in respect 
of 1927 of IIs. per share, as against ros. for 1926, 
confirmed expectations. 

Sun Lifes eased on the valuation made at the end of 
1926, but have since recovered to 45?—-almost the 1926 
maximum; and World Auxiliary have fluctuated rather 
widely, the price having been as low as Igs. and as high 
as 30s. 44d. Vague rumours of absorption have been 
prevalent, and in October and November steady buying 
took place at rising prices. Apart from the above 
possibility, it is also realized that the shares of this well- 
managed office are an excellent investment on their merits 
for lock-up purposes. The 5 per cent. tax free dividend, 
which has been paid for the “tnt few years, only requires 
half the amount received by way of interest. 
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INVERESK PAPER COMPANY, LTD. 


LARGE 


HE fifth annual general meeting of 
the members of the Inveresk Paper 
Company, Ltd., was held on January 


10, 1928, in the North British Station Hotel, 
Edinburgh. 


Mr. William Harrison, LL.B., the chairman, 
presided, and, in the course of his speech, 
said: Although the general trade of the 
country in 1927, and the paper trade in 
particular, has been unsatisfactory, I think 
we can congratulate ourselves on the fact 
that we have had a very successful year. 
This has only been accomplished by strenuous 
efforts and hard work by everyone from the 
directors down to the humblest employee, 
and I can assure you, speaking for myself, 
it has meant continuous hard work and 
incessant travelling, during the year covering 
nearly 70,000 miles at home and abroad. 


The accounts show a gross profit of £380,634 
compared with {£116,405 for the preceding 
thirteen months. As I foreshadowed at the 
last annual general meeting, the _ profits 
earned in 1926 were only a very small pro- 
portion of what we might hope to earn year 
by vear in the future. At our Jast annual 
general meeting I stated that my colleagues 
and myself, after careful calculatior, esti- 
mated the gross profits of your company and 
its associated concerns in a normal vear at 
approximately /1,000,000, and that after 
meeting all necessary deductions in our own 
and our associated companies on what ap- 
peared to us a conservative basis, we looked 
for a net credit balance available for reserves 
and dividends of £400,000 per annum. 


I am glad to be able to tell you today that 
the estimate of {1,000,000 has proved to be 
accurate. If we had cared to declare larger 
dividends in some of our associated companies 
on the profits earned during the vear our 
credit balance would have been considerably 
in excess of £400,000; but we decided to 
follow a prudent course, and I think you 
will endorse this policy and be fully satisfied 
with the actual results we have shown. 


Our Inveresk mill, notwithstanding a period 
of poor trade, has made a record gross profit 
of £76,000. This is considerably in excess 
of last year’s earnings at this mill, and I 
attribute the result entirely to the fact that 
we have been fully employed during the 
period under review, and have been able 
without any advantage on price to supply 
considerable quantities of high-class art 
papers to our own periodicals under the 
control of the Illustrated Newspapers, Ltd. 

I think I may safely say that we have 
greatly improved the quality of our illus- 
trated journals, supplying, as the trade well 
knows, the finest art paper produced in the 


INCREASE 


IN PROFITS 


world. If you will look at the balance sheet 
you will see, so far as the Inveresk Mill is 
concerned, that it is in a very strong financial 
position. The total mill accounts owing are 
approximately £40,000, whereas our stocks 
and book debts alone amount to /168,000, 


CARRONGROVE PAPER COMPANY, 
LIMITED 


This mill gave a good account of itself 
during the year, although the gross profits 
at £82,556 were about £2,000 under those of 
last year. Here again the position of this 
company is extremely strong. The debts 
due to the company, stock-in-trade, invest- 
ments, and cash in bank and in hand, and 
trade bills receivable amount to $235,312, 
against trading debts of £48,404. 


CALDWELL’S PAPER MILI CO. 
LIMITED 


This company for 1927, before placing 
anything to reserve, made a gross profit of 
£63,000, against £49,523 for 1926. The 
stock book debts, cash and investments of 
this company amount to approximately 
£202,000, against £93,000 for trade liabilities 
(in which figure is included a substantial 
sum for capital expenditure on new plant). 
During the year 1927 this company, according 
to its accounts, spent £116,000 in additions 
to plant and buildings, and we expect the 
new machinery and plant to be running 
about March next, when the output of this 
mill will be nearly doubled. 


When the extensions are completed this 
mill will undoubtedly rank as one of the 
finest esparto mills in the country. I am 
glad to say that we have now definitely 
acquired from the Admiralty the land ad- 
joining the mill in Inverkeithing Harbour, 
which will extend our property to deep water 
and permit large ocean-going vessels to 
deliver our raw materials at the mill and 
convey in the same way our manufactured 
goods to the markets of the world. We are 
therefore erecting the necessary pier at deep 
water so that this work should be finished 
at an early date. 


INTERNATIONAL PULP AND 
CHEMICAL CO., LTD. 


In response to our offer to purchase the 
preference shares of this undertaking, holders 
of 599,750 shares out of 600,000 issued 
accepted our terms. The company is now 
being liquidated, and when this is completed 
we shall be free to deal with the Koholyt 
properties without any reference to the 
interests Of third parties. The directors of 
the Koholyt Company, with our full approval, 
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adopted a conservative policy in the dis- 
tribution of dividends for 1926-27, but the 
net amount we actually received through 
this source represents a very satisfactory 
return on the book figure of our investment. 
The accounts of the Koholyt Company show 
a very strong position. Anticipating that 
some-question may be put to me as to the 
possibility ofa sale of these German inte rests, 
I have to say that not one or two, but several, 
responsible purchasers are in negotiation 
with us at the present time. But I repeat 
what I have said before, that we shall not 
sell unless and until we get what we consider 
to be an adequate price, and, further, assure 
our pulp supplies for a term of years. 


ILLUSTRATED NEWSPAPERS, LTD. 


This group of world-renowned weekly 
illustrated periodicals for the 17 months 
ended November 30, 1927, made a profit of 
£355,940. In this figure only the year’s 
dividend declared in February, 1927, on the 
95 per cent. interest which the Illustrated 
Newspapers, Ltd., holds in the Illustrated 
London News and Sketch, Ltd., was included. 
The balance sheet of the latter company for 
the vear ended December 31, 1927, was 
published two days ago, and shows a profit 
of £76,172, which is roughly £4,000 in excess 
of the profits for 1926. To arrive at the real 
earnings of the Illustrated Newspapers for 
the 17 months, therefore, we must add a 
five- monthe proportion of the year’s profit of 
£76,172. We look forward to our large 
ensues in this company giving us in- 
creasing dividends in the future. 


Having referred in detail to other of the 
company’s interests, the chairman, continuing 
said : To sum up the accounts of our various 
undertakings, I would draw your attention 
to our reserve fund, which now stands at 
£1,600,000, and to our investments, which 
stand in our balance sheet at £3,684,390. 
We have during the past few days made a 
careful valuation of our investments, and on 
a very conservative basis we estimate the 
value at approximately £5,000,000. 


You will notice from the directors’ report 
that we have allocated for the workers’ social 
welfare fund at our Inveresk Mill £5,000, 
which is approximately 10 per cent. of the 
net divisible profits made at that mill, and 
we are confident that you as proprietors will 
endorse this policy of close co-operation with 
our workers. 


EXPENDITURE ON NEW PLANT 


During the year a very large amount of 
money—in round figures a million and a-half 
pounds—has been expended in bringing all 
your mills up to the highest modern standard 
of efficiency. For many years past it has 
been a point of criticism by American indus- 
trial magnates that in the Old Country we 
work antiquated plant until it falls to pieces 
of old age, while the enterprising Yankee 
regularly scraps obsolescent machinery long 
before it has a chance to become obsolete. 


It may be possible to carry either policy to an 
extreme, but to your directors at least it 
seems right and wise to install the most 
efficient, economical and _labour-saving 
machinery procurable, because they are 
convinced that in the keen competition which 
is coming along in the paper-making industry 
only those mills which can produce the 
highest-grade products at bedrock prices 
can hope to survive. We believe that when 
our reconstruction scheme is complete we 
shall be in a position to meet competition 
from whatever quarter it may come. Of 
course, it will take time before this large 
expenditure becomes reproductive, and, as 
we said in our report, we look for no direct 
return on our money until the second half 
of the current year at the earliest. Thereafter 
our production and our profits should expand 
rapidly. I am not going to make any rash 
prophecies, but we shall be disappointed, if, 
in future years, our net revenue does not 
improve by £200,000 as a consequence of 
the expenditure to which I have referred. 
Each year that I have met you since the 
Inveresk Paper Company was formed I have 
said at these meetings that I looked forward 
with confidence to doing better in the future, 
and certainly today I am in a position to 
repeat that hope once again. 


THE INDUSTRIAL OUTLOOK 


But remember that any such expectation 
must be conditioned by the industrial progress 
of the country at large. Paper-making is the 
handmaiden of all industries; it can only 
know real prosperity in times of general 
industrial activity. I believe that this 
country, after much turmoil and unrest, is 
settling down seriously to work out its 
economic salvation along the one sound road 
of hard work and sustained effort. On every 
hand we see signs of the new spirit which 
animates_ capital and labour alike. The 
pernicious doctrine of “‘ ca’ canny ”’ has lost 
its appeal; the working classes of this country 
are coming to realize that it is only by pro- 
ducing more that they can consume more— 
that their standard of living must be improved 
by producing new wealth not by simply 
dividing up existing wealth. I have been 
serving recently on the Joint Industrial 
Conference called by Sir Alfred Mond, of 
which no doubt you have read reports in the 
newspapers, and I have been struck by the 
underlying spirit of hopeful co-operation 
which marks that conference as a whole. 
I stould like to direct your attention to one 
very wise and penetrating remark made at 
the first sitting by Sir Alfred. He pointed 
out that in the balance sheets issued by 
industrial companies in this country there 
wer2 very frequently real assets which did 
not appear on the credit side—the zeal and 
ability of the directorate and the skill and 
will to work of the workpeople. I have 
every confidence that time will show that the 
Inveresk Company can claim to have their 
full share of these assets. 


The report and accounts were unanimously 
adopted. 
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ae and Cash in hand, a to 
other unts (includin England 564,180 
balance of Profit and Belances with other Britis’ Banks and 
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